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DAIRY  BUDGET  RECONCILIATION  AND  SELF- 
HELP  INITIATIVE  ACT  OF  1993 


WEDNESDAY,  JULY  21,  1993 

House  of  Representatives, 
Subcommittee  on  Livestock, 
Committee  on  Agriculture, 

Washington,  DC. 
The  subcommittee  met,  pursuant  to  call,  at  2:20  p.m.,  in  room 
1302,  Longworth  House  Office  Building,  Hon.  Harold  L.  Volkmer 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  Condit,  Hilliard,  Stenholm,  Holden,  Pe- 
terson, Dooley,  Sarpalius,  Gunderson,  Lewis,  Smith  of  Oregon, 
Boehner,  Goodlatte,  and  Pombo. 

Staff  present:  Andy  Baker,  assistant  counsel;  Glenda  L.  Temple, 
clerk;  Timothy  P.  De  Coster,  Dan  McGrath,  James  A.  Davis,  Perri 
D'Armond,  John  Riley,  and  John  Frank. 

OPENING  STATEMENT  OF  HON.  HAROLD  L.  VOLKMER,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  MISSOURI 

Mr.  Volkmer.  I  first  wish  to  apologize  not  only  to  my  sub- 
committee members,  but  to  the  witnesses  and  the  audience;  but  out 
in  my  district  and  in  the  Midwest,  I  think  we  all  know  that  we 
have  a  flood  going  on.  The  Rules  Committee  started  a  rule  on  the 
disaster  legislation  earlier,  and  I  thought  I  would  have  an  oppor- 
timity  to  testify  on  it  as  to  some  provision  that  I  thought  may  per- 
haps need  to  be  improved. 

But  I  waited  and  waited,  and  they  are  still  talking  to  the  Appro- 
priations people,  so  I  just  left  my  amendments  and  came  back  over. 
So  I  didn't  get  to  do  that.  But  I  appreciate  your  waiting. 

We  are  meeting  today  to  review  H.R.  2664,  the  Dairy  Budget 
Reconcihation  and  Self-Help  Initiative  Act  of  1993. 

[H.R.  2664  appears  at  the  conclusion  of  the  hearing.] 

Mr.  Volkmer.  This  bill  embodies  a  dairy  program  developed  over 
the  past  several  months  by  dairy  producers,  represented  by  the  Na- 
tional Milk  Producers  Federation.  Congressman  Gunderson  and  I 
agreed  to  introduce  this  proposal  in  order  to  facilitate  discussion  of 
the  measure,  and  we  intend  to  explore  this  plan  in  some  detail 
today. 

Consensus  in  the  dairy  industry  is  something  that  is  very  dif- 
ficult to  achieve,  but  it  appears  that  the  federation  has  made  the 
effort  to  do  just  that.  We  will  begin  to  determine  today  whether 
they  have  succeeded.  I  will  note  that  on  one  point  that  most  dairy 
producers  appear  to  agree  is  that  the  current  program  does  not 
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adequately  protect  the  livelihood  of  today's  producers,  particularly 
the  small  and  midsized  operations  run  primarily  as  family  farms. 

During  consideration  of  the  1990  farm  bill,  and  again  in  1991,  I 
advocated  a  two-tier  dairy  program.  I  still  believe  in  that  approach, 
and  I  believe  today's  dairy  producers  would  be  in  a  better  position 
today  had  that  plan  been  adopted. 

However,  as  our  distinguished  committee  chairman  often  states, 
legislation  is  the  art  of  the  possible.  Based  on  my  conversation  with 
members  and  other  interested  parties,  I  am  convinced  that  we  do 
not  have  sufficient  support  for  two-tier  at  this  time,  and  we  need 
to  concentrate  our  efforts  on  the  best  possible  alternatives — attain- 
able alternatives. 

The  federation's  self-help  initiative  represents  one  possible  alter- 
native, which  I  for  one  am  willing  to  consider.  I  am  aware  that 
members  have  questions  about  this  plan,  and  I  urge  you  to  take 
your  questions  to  the  federation. 

I  would  like  to  say  this,  that  as  I  have  reviewed  their  proposal, 
I  find,  as  I  have  found  in  my  legislative  experience,  that  something 
may  not  be  what  I  would  like  to  have,  it  may  not  be  as  good  as 
I  think  it  could  be,  but  if  it  is  better  than  what  we  presently  have, 
then  I  think  we  should  approve  it  if  we  make  it  a  little  bit  better. 
And  I  think  that  is  what  this  proposal  does. 

I  yield  to  the  gentleman  from  Wisconsin. 

OPENING  STATEMENT  OF  HON.  STEVE  GUNDERSON,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  WISCON- 
SIN 

Mr.  GUNDERSON.  Thank  you  very  much,  Mr.  Chairman.  And  let 
me  begin  by  commending  you  for  holding  this  hearing.  I  think, 
frankly,  it  is  important  that  we  begin  this  kind  of  discussion  other 
than  at  a  time  of  a  total  crisis  surrounding  us.  I  think  we  have  the 
right  environment  to  look  at  where  we  go  with  the  dairy  industry 
and  the  dairy  price  support  program. 

Let  me  also  welcome  our  distinguished  panel  of  guests  who  are 
about  to  testify.  As  we  all  know,  this  is  the  time  in  which  we  begin 
to  turn  to  the  dairy  industry  for  their  input  and  their  discussions 
of  the  day-to-day  operation  of  a  farm  program  and  how  to  turn  over 
to  them  the  responsibility  of  the  running  that  program.  That  is 
why  I  believe  you  and  I  have  both  introduced  this  legislation  for 
consideration. 

A  lot  has  happened  to  the  dairy  industry  and  the  dairy  price  sup- 
port program  in  the  past  decade.  Indeed,  spending  has  decreased 
from  $2.4  billion  in  1986  to  a  level  of  under  $300  million  in  recent 
years.  This  is  due  in  large  part  to  the  revenue  from  the  budget  rec- 
onciliation assessment  collected  from  dairy  producers  which,  when 
compared  to  the  annual  cost  of  the  dairy  price  support  program, 
offsets  approximately  40  percent  of  the  cost  of  the  program  each 
year. 

Accordingly,  we  have  introduced  this  legislation  fashioned  by  the 
executive  board  of  the  National  Milk  Producers  Federation  in  a  se- 
ries of  meetings  this  spring  as  an  important  first  step  in  creating 
a  self-help  program  for  America's  dairy  farmers. 

The  importance  of  self-help  to  the  dairy  industry  is  underscored, 
by  the  changing  times  in  which  we  live.  With  the  demise  of  the  So- 


viet  Union,  American  dairy  farmers  now  represent  the  single  larg- 
est dairy  industry  in  the  world.  We  no  longer  produce  for  a  market 
that  ends  at  the  boundaries  of  our  country.  Rather,  we  are  active 
players  in  the  world  market.  Indeed,  exports  of  American  dairy 
products  in  the  first  4  months  of  1993  are  up  18  percent  from  the 
same  period  just  1  year  before. 

It  is,  therefore,  most  appropriate  that  we  begin  our  examination 
of  dairy  self-help  legislation  at  this  time  and  in  this  place.  This 
proposal,  of  course,  represents  a  major  transition  in  the  45-year 
history  of  the  dairy  price  support  program.  As  such,  it  is  essential 
we  make  a  complete  review  of  the  legislation  so  that  we  fully  re- 
spond to  any  questions  or  concerns  that  this  transition  might  raise 
in  the  agricultural  community  or  elsewhere. 

I,  for  one,  am  greatly  concerned  about  ensuring  that  America's 
dairy  industry  becomes  and  remains  competitive  in  a  world  dairy 
market  now  and  throughout  the  21st  century.  It  is  most  important, 
then,  that  this  legislation  foster  rather  than  inhibit,  that  particular 
goal.  That  is  why  I  want  this  subcommittee  to  closely  examine  the 
targeted  excess  purchases  reduction  section  of  this  legislation  to 
make  sure  that  it  will  not  act  as  a  disincentive  to  new  dairy  farm- 
ers or  producers  who  want  simply  to  modernize  the  multitude  of 
aging  facilities  that  we  have  in  this  country. 

In  Wisconsin  alone,  the  average  bam  or  dairy  facility  today  is 
over  40  years  of  age.  If  we  have  any  hope  of  bringing  a  younger 
generation  onto  those  dairy  farms,  we  have  to  assure  them  the 
ability  that  they  can  modernize  those  facilities  without  penalty  of 
Federal  law.  Likewise,  while  none  of  us  likes  assessments,  I  think 
we  ought  to  take  a  good  look  during  these  discussions  as  to  wheth- 
er or  not  we  want  to  make  that  10-cent  assessment  for  deficit  re- 
duction purposes  permanent. 

Very  frankly,  I  am  not  sure  that  we  ought  not  look  at  giving  the 
dairy  industry  the  authority  to  do  more  than  what  this  bill  calls 
for  today.  Right  now,  the  dairy  industrj'  pays  a  very  heavy  price 
of  Government  regulations  and  control  for  the  $250  million  in  reve- 
nue the  price  support  program  receives  annually.  Perhaps  we  are 
at  the  time  where  we  ought  to  look  at  what  the  minimum  Govern- 
ment purchases  for  nutrition,  military,  and  other  feeding  programs 
ought  to  be,  and  then  turn  the  rest  of  this  over  to  the  industry  and 
give  them  the  authority  to  move  accordingly, 

Mr.  Chairman,  I  look  forward  to  working  with  you  and  the  rest 
of  this  subcommittee  and,  obviously,  our  distinguished  panelists  to 
try  to  accomplish  the  goals  of  this  dairy  self-help  legislation. 

I  want  to  apologize  in  advance  for  being  in  and  out  of  the  room 
this  afternoon.  I  am  the  Republican  floor  manager  for  the  national 
service  bill  and  I  am  going  to  have  to  float  back  and  forth,  and  I 
ask  your  indulgence. 

Mr.  VOLKMER.  The  gentleman  from  Pennsylvania, 

Mr.  HOLDEN.  No  statement. 

Mr.  VoLKMER.  Any  prepared  statements  received  from  the  mem- 
bers will  appear  at  this  point  in  the  record.  The  gentleman  from 
Minnesota, 

[The  prepared  statement  of  Mr.  Condit  follows:] 


STATEMENT  BY 

THE  HONORABLE  GARY  A.  CONDIT 

SUBCOMMITTEE  ON  LIVESTOCK 

H.R.  2664 

DAIRY  BUDGET  RECONCILIATION  AND  SELF-HELP  INITIATIVE 

ACT  OF  1993 

JULY  21,  1993 

Mr.  Chairman,  I  would  like  to  take  this  opportunity  to  thank  you  for 
scheduling  this  important  hearing  to  examine  H.R.  2664,  the  "Dairy  Budget 
Reconciliation  and  Self-Help  Initiative  Act  of  1993."  As  we  all  know,  dairy 
farmers  in  recent  times  have  experienced  stable  prices.   However,  as  past 
history  indicates,  these  prices  could  change  drastically  at  any  given  moment 
because  of  an  array  of  circumstances.   I  am  pleased  that  the  Chairman  has 
convened  this  hearing  to  look  at  H.R.  2664  and  the  impact  it  will  have  on  dairy 
farmers.  While  I  believe  that  we  need  a  thorough  review  and  discussion  on  any 
major  dairy  policy  shift  that  will  affect  the  nation's  dairy  farmers,  I  want  to 
applaud  the  efforts  of  all  involve  who  have  begun  this  process. 

We  all  acknowledge  that  our  nation  faces  a  severe  budget  crisis  that 
demands  fiscal  responsibility  by  our  government.   However,  in  the  coming 
weeks  we  must  judge  H.R.  2664  in  relation  to  the  problems  we  now  face  in  rural 
America  and  our  farm  sector.   Today's  hearing  will  begin  the  process  too 
provide  us  with  the  direction  that  we  need  to  design  a.national  dairy  program 


that  allows  dairy  farms  to  continue  production,  provides  a  constant  affordable 
supply  of  milk  and  other  dairy  products  to  consumers,  and  keeps  government 
costs  down.   It  is  my  hope  that  a  consensus  can  be  built  among  the  different 
dairy  producing  regions,  the  processors,  and  the  producers  to  support  one 
common  agenda  that  will  aid  all  of  the  dairy  industry. 

I  want  to  assure  everyone  that  I  will  do  everything  that  I  can  to  secure 
that  our  nation's  dairy  farmers  are  given  the  assistance  that  they  need  to 
maintain  their  farms.   I  look  forward  to  working  with  all  of  you  during  the  103rd 
Congress.   Thank  you  again  for  allowing  me  to  incorporate  these  ideas  into  this 
important  hearing. 


OPENING  STATEMENT  OF  HON.  COLLIN  C.  PETERSON,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  MIN- 
NESOTA 

Mr.  Peterson.  Thank  you,  Mr.  Chairman.  As  you  are  aware,  I 
have  been  working  in  Minnesota  to  see  if  we  can  achieve  some 
unity  and  figure  out  if  there  is  some  way  to  improve  the  situation; 
it  is  a  difficult  task  just  in  Minnesota  and,  when  you  get  to  the  na- 
tional level,  it  is  even  harder.  But  I  think  that  is  what  we  have  to 
try  to  do. 

I,  as  well  as  you,  have  introduced  two-tier  legislation  in  the  past 
and  would  have  liked  to  have  seen  us  move  in  that  direction.  But 
it  is  not  going  to  happen.  This  is  probably  about  the  best  that  we 
can  do  at  this  present  time. 

I  think,  after  looking  at  this — and  we  on  my  task  force  have 
studied  this  proposal  as  it  has  been  put  together  and  spent  quite 
a  bit  of  time  looking  at  it — I  think  overall  there  is  a  lot  that  is  posi- 
tive in  this  program.  We  are  stuck  with  these  assessments  that  are 
being  used  now  to  reduce  the  deficit.  By  changing  it  as  it  is  in  this 
proposal,  at  least  it  is  going  to  be  used  to  help  the  dairy  industry 
move  surplus  product;  that  can  only  be  a  positive. 

However,  I  do  have  a  couple  of  problems  with  the  bill,  or  the  pro- 
posal, as  it  is  put  forward,  and  I  think  it  is  going  to  cause  us  trou- 
ble if  we  don't  deal  with  it.  One  of  those  is  the  inclusion  of  bloc  vot- 
ing in  this  proposal.  We  have,  in  my  opinion,  enough  controversy 
with  the  current  Dairy  Board  situation,  and  I  don't  think  it  is  nec- 
essary; and  I  think  it  is  a  mistake  to  put  bloc  voting  into  this  par- 
ticular proposal,  so  I  would  like  to  discuss  with  members  of  the  in- 
dustry and  members  of  the  subcommittee  whether  we  can  consider 
changing  that. 

I  also  am  concerned  about  the  makeup  of  the  Board  in  that  we 
establish  it  in  a  way  that  it  is  controlled  by  farmers,  and  farmers 
feel  like  they  have  real  input  into  this  process. 

Out  in  my  district  I  hear  all  the  time  concerns  that  the  folks  that 
are  involved  in  these  different  boards  and  the  industry  are  too 
much  controlled  by  the  industry  and  the  co-ops,  and  I  think  it  is 
somewhat  a  valid  concern.  It  is  more  maybe  a  perception  that  we 
need  to  address  it  somehow  or  another.  We  have  done  some  work 
in  our  task  force,  looking  at  setting  up  some  advisory  committees 
within  each  region,  which  I  would  like  to  discuss  with  folks  at  the 
appropriate  time,  so  we  can  give  producers  more  input  and  more 
a  feeling  like  they  are  involved  in  the  process  and  have  a  real  say 
in  how  the  whole  situation  operates. 

But  by  and  large,  if  we  can  make  some  of  these  changes,  I  think 
we  can  probably  get  the  industry  to  come  together  on  this,  and  we 
will  end  up,  in  my  opinion,  better  off  than  the  current  situation. 
It  won't  be  what  a  lot  of  people  want,  but  it  is  probably  about  what 
we  can  do  at  this  point.  And  in  my  opinion,  we  ought  to  try  to  do 
it. 

So  I  thank  you  and  commend  you,  Mr.  Chairman,  for  holding 
this  hearing  as  quickly  as  you  put  it  together.  And  I,  too,  apologize. 
I  have  a  NAFTA  meeting  and  a  couple  of  other  meetings,  so  I  may 
have  to  be  coming  in  and  out,  but  I  look  forward  to  the  discussion 
and  the  testimony  today. 

Mr.  VOLKMER.  I  thank  the  gentleman. 


The  gentleman  from  Florida. 

OPENING  STATEMENT  OF  HON.  TOM  LEWIS,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  FLORIDA 

Mr.  Lewis.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  I  would 
ask  unanimous  consent  that  the  statement  of  the  Florida  dairy  pro- 
ducers appears  in  the  record. 

Mr.  VOLKMER.  Without  objection,  it  will  be  included. 

Mr.  Lewis.  Mr,  Chairman,  the  idea  of  dairy  self-help  is  certainly 
something  that  is  supported  nationwide  by  the  dairy  industry. 
However,  I  cannot  support  this  legislation  in  its  current  form  as  it 
would  not  be  in  the  best  interest  of  dairy  farmers  in  Florida. 

First,  Mr.  Chairman,  I  am  deeply  concerned  with  the  manner  by 
which  this  legislation  was  introduced.  Dairy  producers  in  my  home 
State  of  Florida  have  raised  significant  concerns  with  this  legisla- 
tion; however,  they  are  further  anguished  because  they  feel  as  if 
they  have  not  had  adequate  time  to  express  their  concerns  to  other 
members  of  the  Florida  congressional  delegation.  Mr.  Chairman,  it 
is  my  hope  that  you  will  allow  this  bill  to  go  through  the  legislative 
process  to  allow  those  who  have  legitimate  concerns  an  opportunity 
to  air  their  views. 

Dairy  production  in  the  State  of  Florida  is  truly  unique  as  pro- 
ducers face  a  situation  where  they  are  trying  to  increase  their  sup- 
ply of  fluid  milk  within  the  State  of  Florida  and  decrease  their  reli- 
ance on  milk  brought  in  from  neighboring  States.  I  am  concerned 
that  this  legislation,  which  is  effectively  a  supply  management 
plan,  will  significantly  penalize  dairy  producers  in  Florida  who  are 
simply  reacting  to  market  forces. 

My  specific  objections  to  this  legislation  include  the  targeted  ex- 
cess purchases  reduction  provision,  which  I  believe  will  unfairly  pe- 
nalize dairy  producers  in  Florida  as  they  simply  attempt  to  react 
to  market  forces.  As  a  dairy  producer  attempts  to  meet  the  de- 
mands of  a  growing  market  in  the  State  of  Florida,  he  or  she  is 
going  to  be  penalized  unnecessarily. 

Finally,  Mr.  Chairman,  I  believe  that  this  legislation  will  add  an- 
other level  of  \innecessary  bureaucracy  to  the  Federal  Government. 
I  ask  that  you  allow  those  negatively  impacted  in  the  State  of  Flor- 
ida an  opportunity  to  further  express  their  views  on  this  legisla- 
tion. 

Mr.  Volkmer.  Any  other  members?  The  gentleman  from  Califor- 
nia. 

OPENING  STATEMENT  OF  HON.  CALVIN  M.  DOOLEY,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFOR- 
NIA 

Mr.  DooLEY.  Thank  you,  Mr.  Chairman.  I  again  appreciate  your 
holding  this  hearing.  And  as  a  Member  who  is  adamantly  opposed 
to  two-tier  pricing,  I  do  commend  the  National  Milk  Producers  Fed- 
eration for  coming  up  with  an  alternative. 

However,  I  also  think  that  there  are  many  parts  of  it  which  I 
find  objectionable  and  which — I  would  agree  with  the  comments  of 
Mr.  Lewis — the  dairy  industry  in  California  has  not  had  adequate 
time  to  review  and  make  comment  on  that,  and  I  think  that  it  com- 
pels us  to  allow  this  legislation  to  go  through  the  normal  legislative 
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process  and  not  be  attached  to  reconciliation  or  to  a  supplemental 
disaster  bill  in  order  to  expedite  its  enactment  before  it  has  had 
time  to  be  reviewed. 

On  the  legislation,  one  of  the  specific  concerns  that  I  have  is  that 
I  am  not  sure  that  we  are  really  getting  at  the  real  issue  of  what 
we  need  to  be  dealing  with;  that  is,  that  we  have  an  excess  in  but- 
terfat  and  not  necessarily  milk.  And  perhaps  it  is  time  to  look  at 
a  structure  for  a  program  putting  in  proper  incentives  for  the  re- 
duction of  that  component,  so  that  the  producers  will  have  the  in- 
centive to  perhaps  change  their  feeding  and  breeding  practices  in 
order  to  achieve  that  objective. 

The  other  thing  I  am  concerned  with  is,  are  we  creating  another 
level  of  bureaucracy  here?  I  am  not  convinced  that  this  producer 
board  is  going  to  be  any  more  efficient  in  dealing  with  some  of  the 
concerns  of  the  dairy  industry  that  USDA  is  not  equipped  to  do  so 
already. 

The  other  issue  which  remains  very  important  to  me,  are  we 
again  creating  barriers  to  entry,  for  new  young  dairy  farmers  for 
getting  into  the  business  by  only  giving  them  75  percent  of  the 
base?  And  then,  by  the  same  token,  are  we  in  fact,  by  enacting  a 
piece  of  legislation,  automatically  reducing  the  equity  of  a  dairy 
farmer  whose  herd  is  going  to  be  devalued  because  there  is  not 
going  to  be  the  market  and  the  value  for  that  herd  if  he  should 
choose  to  sell  it? 

But  my  greatest  concern  is,  once  again,  I  think  that  we  are  creat- 
ing a  system  and  a  policy  here — considering  one  which  is  going  to 
reduce  again  the  incentives  to  increase  andf  to  enhance  productiv- 
ity, and  that  we  ought  to  be  finding  ways  in  which  we  reward  dairy 
farmers  that  are  enhancing  their  productivity,  enhancing  their  effi- 
ciency; and  I  am  concerned  that  this  legislation  runs  counter  to 
that. 

So  I  am  interested  in  hearing  what  the  panelists  have  to  say. 

Thank  you,  Mr.  Chairman  for  holding  this  hearing. 

Mr.  VOLKMER.  The  gentleman  from  Ohio. 

OPENING  STATEMENT  OF  HON.  JOHN  A.  BOEHNER,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  OHIO 

Mr.  BOEHNER.  Thank  you,  Mr.  Chairman.  I  want  to  say,  con- 
gratulations to  you  and  the  panel  for  having  the  hearing  today  and 
the  panelists  for  coming. 

While  I  support  the  concept  of  self-help,  like  many  of  my  col- 
leagues on  the  subcommittee,  I  have  serious  concerns  about  this 
initiative  that  I  think  should  be  answered  before  this  legislation  is 
passed.  I  look  forward  to  this  subcommittee  deliberating  this  legis- 
lation and  working  with  all  interested  groups  to  craft  legislation 
that  has  universal  eind  broad  support. 

And  with  that,  Mr.  Chairman,  I  will  speed  up  the  process. 

[The  prepared  statement  of  Mr.  Boehner  follows:] 


OPENING  STATEMENT  OF  HON.  JOHN  BOEHNER 

SUBCOMMITTEE  ON  UVESTOCK 

JULY  21,  1993 


I  would  like  to  thank  Chairman  Volkmer  for  holding  this  hearing  on  the  dairy  Self- 
Help  Initiative. 

While  I  support  the  concept  of  Self-Help,  like  many  of  my  Colleagues  on  this 
Subcommittee,  I  have  serious  concerns  about  this  initiative  that  should  be  answered  before 
this  legislation  is  passed.    I  look  forward  to  this  Subcommittee  deliberating  this  legislation 
and  working  with  all  interested  groups  to  craft  legislation  that  has  universal  support. 

Over  the  course  of  the  past  several  days,  I  have  spoken  with  a  dozen  dairy  farmers  in 
my  district.    None  of  them  were  aware  of  the  details  of  this  program.    I  believe  it  is  unwise 
for  Congress  to  move  quickly  and  change  current  dairy  policy  without  first  educating  dairy 
farmers  as  to  how  this  program  will  impact  their  income.    In  addition,  it  is  essential  that  all 
Members  fully  understand  what  this  program  would  entail.    We've  got  to  realize  that  any 
change  we  make  to  the  current  dairy  policy  may  also  impact  the  beef  markets,  and  several 
of  the  feeding  programs  currently  operated  by  the  government.    Before  we  pass  this 
legislation,  I  believe  we  must  ensure  that  any  changes  will  not  negatively  impact  these  areas. 

I  look  forward  to  hearing  the  testimony  from  the  witnesses  and  to  receiving  answers 
to  the  several  concerns  I  have  regarding  this  proposal.    I  look  forward  to  working  toward  a 
dairy  program  that  is  market  oriented,  allows  individuals  to  expand  existing  operations,  or 
begin  new  operations,  and  stabilizes  the  sometimes  volatile  market. 
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Mr.  VOLKMER.  The  gentleman  from  Texas. 

OPENING  STATEMENT  OF  HON.  BILL  SARPALIUS,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Sarpalius.  Thank  you,  Mr.  Chairman.  I,  too,  want  to  com- 
mend the  National  Milk  Producers  Federation  for  coming  and 
bringing  to  us  a  proposal.  But  I  do  have  some  concerns  from  the 
cattle  perspective.  It  is  unfortunate  that  any  type  of  proposal  that 
affects  milk  production  also  has  an  effect  on  the  beef  industry  as 
well.  I,  too,  would  hope  that  you  would  not  push  this  legislation 
through  as  a  proposal  through  the  reconciliation  bill,  that  we  would 
have  time  to  look  at,  for  example,  how  USDA  would  present  a  plan 
to  ensure  that  if  we  enact  this  legislation,  the  beef  markets  will  be 
protected  and  what  impact  this  legislation  would  have  on  beef  mar- 
kets down  the  road. 

So,  Mr.  Chairman,  I  commend  you  for  this  hearing  today.  I  look 
forward  to  listening  to  the  testimony  and  especially  to  the  com- 
ments on  how  they  envision  this  legislation  affecting  beef  markets 
in  the  future. 

Mr.  VOLKMER.  I  thank  the  gentleman  from  Texas. 

The  gentleman  from  Oregon. 

Mr.  Smith  of  Oregon.  I  have  a  statement  for  the  record. 

Mr.  VOLKMER.  The  statement  for  the  record  will  be  included. 

[The  prepared  statement  of  Mr.  Smith  of  Oregon  follows:] 
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STATEMENT  OF  ROBERT  F.  SMITH 

BEFORE  THE 

SUBCOMMITTEE  ON  LIVESTOCK 

JULY  21,  1993 


Mr.  Chairman,  thank  you  for  this  opportunity  to  review  the  provisions  of 
HR  2664,  the  Dairy  Budget  Reconciliation  and  Self -Help  Initiative  Act  of  1993. 

It  seems  like  only  yesterday  when  the  members  of  this  committee  were 
trying  to  craft  comprehensive  dairy  legislation.   I  recall  that  the 
Administration,  the  various  sectors  of  the  dairy  and  livestock  Industry,  and 
this  committee  spent  the  better  part  of  the  summer  of  1991  in  this  effort. 

In  reviewing  files  from  that  process,  I  came  upon  my  list  of  criteria 
for  a  successful,  workable  legislative  proposal  for  dairy.   I  believe  that 
list  is  still  valid  today,  so  I  would  like  to  recap  my  ideas  on  the  subject. 

As  anyone  who  has  followed  the  activities  of  the  House  Committee  on 
Agriculture  over  the  last  decade  knows,  I  believe  we  must  take  care  to  prevent 
adverse  impacts  of  any  dairy  policy  on  other  agriculture  sectors,  such  as 
livestock  producers.   It  simply  does  not  make  sense  to  solve  problems  in  one 
area,  and  create  them  in  another. 


An  important  test  of  any  proposal  is  whether  or  not  it  has  real  Impacts 
on  dairy  farmer  income.   Individual  producers  should  be  allowed  to  increase 
their  income  and  they  should  be  able  to  do  so  in  a  stable  price  environment. 

Any  proposal  should  include  appropriate  tools  to  curb  the  production  of 
milk  in  excess  of  overall  market  needs.   We  must  avoid  conditions  of  dramatic 
overproduction,  which  often  lead  to  industry  crisis  and  emergency,  stopgap 
solutions  resulting  in  market  disruption  and  turmoil. 

And  finally,  we  have  to  remember  our  responsibility  to  consumers.   Dairy 
legislation  must  ensure  a  reliable  and  adequate  supply  of  pure  and  wholesome 
milk  and  dairy  products  for  the  consumer  at  reasonable  prices.   While  we  are 
hear  to  represent  production  agriculture,  it  is  important  to  remember  that  it 
is  the  consumers  and  taxpayers  who  will  ultimately  judge  our  work. 

Mr.  Chairman,  these  are  the  themes  I  will  use  today  as  I  listen  to  our 
witnesses  and  ask  questions.   These  are  also  the  benchmarks  by  which  I  will 
consider  this  proposal. 
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Mr.  VOLKMER.  We  will  go  vote  and  then  come  back. 

[Recess  taken.] 

Mr.  VoLKMER.  The  subcommittee  will  resume.  If  there  are  no  ad- 
ditional opening  statements,  we  will  begin  with  our  first  witness. 
He  probably  had  to  rearrange  all  of  his  appointments  since  he  is 
still  here.  I  can  understand  that. 

Our  first  witness  will  be  Mr.  Bruce  R.  "Randy"  Weber,  Acting 
Administrator,  Agricultural  Stabilization  and  Conservation  Service, 
from  Washington,  DC. 

Randy,  I  first  want  to  thank  you  for  being  here  and  for  your  pa- 
tience with  us.  I  look  forward  to  your  testimony  on  behalf  of  the 
administration. 

Your  written  testimony,  which  I  have  reviewed,  will  be  made  a 
part  of  the  record.  You  may  review  it  or  summarize,  however  you 
so  desire.  And  iipon  completion  of  your  testimony,  we  will  proceed 
with  questions.  Go  ahead. 

STATEMENT  OF  BRUCE  R.  WEBER,  ACTING  ADMINISTRATOR, 
AGRICULTURAL  STABILIZATION  AND  CONSERVATION  SERV- 
ICE, U.S.  DEPARTMENT  OF  AGRICULTURE,  ACCOMPANIED 
BY  ROBERT  WICKS,  DEPUTY  DIRECTOR,  LIVESTOCK,  DAIRY 
AND  POULTRY  DIVISION,  FOREIGN  AGRICULTURAL  SERV- 
ICE; CLAYTON  PLUMB,  CHIEF,  ORDER  FORMULATION 
BRANCH,  DAIRY  DIVISION,  AGRICULTURAL  MARKETING 
SERVICE;  AND  JOHN  MENGEL,  STAFF  SPECIALIST,  DAIRY 
ANALYSIS  DIVISION,  AGRICULTURAL  STABILIZATION  AND 
CONSERVATION  SERVICE 

Mr.  Weber.  Mr.  Chairman,  I  thank  you  and  I  am  sorry  that  I 
was  also  late.  I  happened  to  be  talking  about  rain  problems  that 
we  are  having  in  the  Midwest. 

Mr.  Volkmer.  It  rained  again  at  home.  We  have  got  more  water. 

Mr.  Weber.  That  is  what  I  understand.  It  only  continues,  doesn't 
it? 

Mr.  Chairman,  I  have  with  me  today,  Clayton  Plumb  with  the 
Agricultural  Marketing  Service;  John  Mengel  with  ASCS;  and  Rob- 
ert Wicks  with  the  Foreign  Agricultural  Service;  and  they  will  help 
me  respond  to  any  questions  that  you  might  have. 

Mr.  Chairman,  and  members  of  the  subcommittee,  I  am  happy 
to  be  here  with  you  today  to  review  the  proposed  changes  in  the 
dairy  program  as  set  out  in  H.R.  2664.  Due  to  the  shortness  of 
time,  our  comments  today  will  be  of  a  general  nature  regarding 
H.R.  2664.  The  administration  is  reviewing  various  provisions  of 
the  bill  and  may  have  additional  views  after  that  review  is  com- 
pleted. H.R.  2664  represents  a  major  change  from  our  current  dairy 
program,  and  we  have  not  yet  completed  our  analysis  of  all  its  as- 
pects, its  specific  features  and  implications.  So  our  discussion  will 
be  based  on  our  review  to  date  of  the  bill,  and  on  past  analyses  of 
similar  types  of  programs. 

On  June  15,  1991,  the  Department  forwarded  to  the  House  Com- 
mittee on  Agriculture  a  report  entitled,  "Milk  Inventory  Manage- 
ment Report,"  as  required  by  the  Food,  Agriculture,  Conservation, 
and  Trade  Act  of  1990.  As  part  of  that  report,  the  Department 
studied  reclassification  class  IV  programs  and  two-tier  pricing  pro- 
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grams.  These  programs  are  very  similar  in  nature  to  the  two  types 
of  programs  embodied  in  H.R.  2664. 

The  market  stabihzation  program  in  the  bill  is  a  variation  of  a 
reclassification  program  that  collects  assessments  fi'om  producers 
and  uses  such  funds  to  remove  dairy  products  from  the  domestic 
market  and  dispose  of  them  by  subsidizing  their  export. 

The  authority  provided  in  the  revisions  of  authority  for  "excess 
purchases"  reductions  in  price  section  of  the  bill  is  a  variation  of 
a  two-tier  pricing  program.  The  major  program  activities  would  be 
administered  by  a  board  of  dairy  producers  and  other  industry  ex- 
perts under  the  provisions  of  this  bill. 

H.R.  2664  also  provides  for  a  Federal  milk  order  supply  bal- 
ancing cost-sharing  plan.  Under  this  plan,  Federal  milk  orders 
could  be  amended  to  authorize  the  Market  Administrator  for  each 
marketing  order  pool  to  make  a  deduction  from  the  pool  each 
month  to  be  used  to,  one,  reimburse  handlers  for  the  added  costs 
of  bringing  supplemental  milk  supplies  into  the  market  when  local 
supplies  are  short;  two,  reimburse  handlers  for  the  added  costs  of 
disposing  of  milk  that  exceeds  local  market  needs;  and  three,  pay 
distant  plants  that  make  a  binding  commitment  to  supply  supple- 
mental milk  to  the  market  when  called  upon  by  the  Market  Admin- 
istrator. 

We  are  proceeding  with  an  analysis  of  H.R.  2664;  however,  the 
dual  program  nature  and  standby  application  of  the  separate  pro- 
grams authorized,  and  the  monthly  application  of  the  two-tier  pric- 
ing program  makes  this  analysis  very  complex.  Our  normal  com- 
puter models  for  dairy  program  analysis  have  had  to  be  signifi- 
cantly revised  to  handle  this  proposal. 

I  would  like  at  this  time  to  make  some  general  comments. 

Past  analyses  of  the  t5^es  of  programs  embodied  in  H.R.  2664  in- 
dicate that  they  can  improve  milk  prices  and  dairy  farmer  income. 
In  the  long  term,  higher  milk  prices  could  affect  cost  of  production. 
Also,  to  the  extent  that  dairy  farmer  assessments  will  now  be  cov- 
ering costs  of  surplus  above  5  billion  pounds  instead  of  7  billion 
pounds,  it  appears  that  Government  program  costs  could  be  re- 
duced. However,  there  may  be  additional  administrative  costs  with 
this  program. 

To  the  extent  that  this  program  would  increase  milk  prices,  there 
would  be  some  consumer  impact. 

If  the  market  stabilization  program  is  used  for  significant  price 
enhancement,  it  is  likely  that  the  two-tier  pricing  program,  which 
is  an  integral  part  of  H.R.  2664  will  be  triggered.  If  price  enhance- 
ment persists  under  the  market  stabilization  program,  the  two-tier 
pricing  program  could  cycle  in  and  out.  If  excess  surplus  builds 
under  the  market  stabilization  program,  it  would  reach  a  level  that 
would  trigger  the  two-tier  pricing  program.  The  two-tier  pricing 
program  would  serve  to  reduce  milk  marketings  and  the  dairy  herd 
size.  As  prices  rise,  the  two-tier  pricing  program  would  be  triggered 
out.  The  cycle  would  then  repeat  itself.  But  the  two-tier  pricing 
program  could  remove  incentives  for  adopting  new  technology, 
thereby  slowing  productivity  increases  and  hindering  U.S.  competi- 
tiveness. 

Although  Secretarial  oversight  is  provided,  specific  criteria  to 
evaluate  the  timing  and  the  price  level  at  which  the  board  may  re- 
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move  product  from  the  domestic  market  would  be  helpful  in  evalu- 
ating the  board's  plan  of  action. 

H.R.  2664  envisions  the  market  stabilization  program  being  ad- 
ministered by  a  board  of  dairy  farmers  and  industry  employees 
with  expertise  in  milk  marketing. 

Alternatively,  the  Department  could  administer  the  market  sta- 
bilization program  as  authorized  in  H.R.  2664.  The  board  and  its 
necessary  duplication  of  staff  as  called  for  by  this  bill  would  be  an 
additional  cost  to  the  taxpayer  since  all  costs  associated  with  the 
board  and  its  staff  are  funded  by  the  assessment  authorized  under 
the  Omnibus  Budget  Reconciliation  Act  of  1990.  This  assessment  is 
not  increased  to  cover  the  additional  costs  of  the  board. 

H.R.  2664  requires  that  funds  to  operate  the  program  be  with- 
drawn from  the  pool  revenues  of  Federal  or  State  marketing  order 
pools  for  those  farmers  participating  in  such  pools.  Dairy  farmers 
not  associated  with  such  pools  would  be  assessed,  individually,  a 
comparable  amount.  We  do  not  believe  that  this  provision  enhances 
the  operation  of  the  overall  program. 

The  Department  has  in  place  the  agreements  and  procedures 
necessary  to  collect  assessments  from  individual  farmers  through  a 
system  of  responsible  persons  who  pay  dairy  farmers.  This  system 
has  been  tested  and  refined  during  a  number  of  years  and  has 
proven  efficient  in  collecting  funds  from  dairy  farmers  to  meet  pro- 
gram requirements.  Through  the  current  system,  each  dairy  farmer 
knows  the  rate  of  assessment  and  the  exact  amount  that  has  been 
withheld  from  the  check  to  meet  program  obligations. 

The  current  system  also  provides  individual  farmers  the  informa- 
tion necessary  to  evaluate  whether  the  farmer  should  make  adjust- 
ments in  the  farm's  operation  to  receive  a  refund  of  the  assessment 
amount.  The  current  system  also  provides  the  necessary  informa- 
tion to  validate  the  amount  of  refund  withheld  from  a  producer  ap- 
pl5dng  for  a  refund.  With  the  movement  of  milk  among  marketing 
pools,  and  the  movement  of  milk  into  and  out  of  pooling  status,  the 
proposal  to  take  payments  from  the  pool  will  make  it  difficult  to 
assure  that  all  funds  due  are  collected  and  validating  refunds  due 
producers  will  be  a  paperwork  nightmare. 

An  additional  concern  is  that  the  adoption  of  this  program  would 
contradict  the  United  States  position  in  the  GATT  Uruguay  Round 
negotiations.  A  key  component  of  the  Blair  House  accords,  reached 
between  the  United  States  and  the  European  Community  in  late 
1992,  was  a  proposal  to  reduce  subsidized  exports  by  21  percent  by 
volume  and  36  percent  by  subsidy  value  from  1986-1990  baseline 
levels.  The  dairy  export  incentive  program  and  CCC  direct  sales 
programs  already  in  place  would  be  subject  to  these  constraints. 
Any  additional  exports  that  might  occur  as  a  result  of  this  legisla- 
tion would  be  inconsistent  with  those  same  disciplines  resulting 
from  a  successful  Uruguay  Round. 

Furthermore,  given  that  the  administration  is  seeking  to  con- 
clude the  Uruguay  Round  by  December  15,  1993,  it  may  be  pre- 
mature to  propose  arrangements  and  build  upon  provisions  that 
would  need  to  be  altered  or  eliminated,  to  be  consistent  with  the 
trade  agreement. 
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We  appreciate  the  opportunity  to  provide  this  subcommittee  with 
our  prehminary  assessment  of  H.R.  2664.  We  will  be  glad  to  re- 
spond to  any  questions,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Weber  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  VOLKMER.  Thank  you  very  much,  Randy. 

The  gentleman  from  Oregon. 

Mr.  Smith  of  Oregon.  Thank  you,  Mr.  Chairman. 

I  suppose  the  obvious  question,  Mr.  Weber,  is,  do  you  think  in 
the  short  term  the  passage  of  this  bill  will  increase  dairy  income? 

Mr.  Weber.  Our  initial  review  of  it  would  suggest  that  it  has  the 
possibility,  yes. 

Mr.  Smith  of  Oregon.  And  then  at  what  point  do  you  think  that 
the  7  billion  pounds  will  be  exceeded? 

Mr.  Weber.  John  Mengel  will  respond. 

Mr.  Mengel.  Based  on  our  President's  budget  baseline  the  1994 
baseline,  we  are  projecting  that  in  the  year  1995,  that  surplus  will 
probably  exceed  7  billion  pounds  on  a  total  solids  basis.  At  that 
point,  we  would  have  a  reduction  in  price  or  an  assessment  on 
dairy  farmers  to  pay  for  the  cost  over  7  billion  pounds.  That  is  the 
first  criteria  necessary  for  the  implementation  of  this  two-tier  pric- 
ing program  part  of  this  bill. 

Mr.  Smith  of  Oregon.  So  that  would  mean  a  20-cent  assessment 
above  7  billion? 

Mr.  Mengel.  No,  they  are  responsible  for  the  cost  above  7  bil- 
lion. We  are  looking  at  perhaps  something  in  the  area  of  300  mil- 
lion pounds;  that  would  be  a  total  of  about  $34  million  or  perhaps 
2  cents  per  hundredweight  on  all  milk  marketed  during  that  year. 

Mr.  Smith  of  Oregon.  The  bill  says  that  you  are  going  to  have 
a  10-cent  assessment  if  you  go  beyond  7  billion  pounds;  is  that 
right? 

Mr.  Mengel.  There  is  a  10-cent  assessment  required  by  OBRA 
under  the  bill. 

And  there  is  a  second  assessment  that  can  be  as  much  as  10 
cents,  and  that  money  is  to  pay  for  surplus  between  5  and  7  billion 
pounds.  Then  there  is  a  third  assessment  for  excess  marketings 
above  7  billion  pounds,  and  that  is  in  current  legislation. 

Mr.  Smith  of  Oregon.  Then,  Mr.  Weber,  I  ask  the  question  again. 
Assuming  in  1995  we  go  above  7  billion  pounds,  does  that  still 
mean  that  dairy  income  will  be  enhanced  if  this  bill  is  enacted? 

Mr.  Weber.  I  can't  give  you  a  good  answer  on  it  right  now.  We 
just  have  not  had  time  to  thoroughly  review  the  bill  to  make  that 
assessment. 

Mr.  Smith  of  Oregon.  Would  you  do  that? 

Mr.  Volkmer.  Would  the  gentleman  from  Oregon  yield? 

The  administration  has  just  had  this  bill  for  a  few  days  and  they 
haven't  had  an  opportunity  to  thoroughly  evaluate  it.  They  have 
said  that  they  will  get  back  with  us  for  the  record  also. 

[The  information  follows:] 

This  information  will  be  forthcoming  upon  completion  of  the  USDA  analysis  of 
this  bill. 

Mr.  Smith  of  Oregon.  Thank  you,  Mr.  Chairman. 
See,  you  don't  have  to  make  excuses  for  them.  This  is  a  new  ad- 
ministration, but  I  see  the  same  faces  down  here.  So  it  is  hard  for 


16 

me  to  tell  who  the  enemy  is  and  who  are  the  friends.  But  I  under- 
stand your  situation  exactly. 

You  mentioned  that,  in  your  testimony,  that  you  saw  this  as  a 
provision,  if  enacted  into  law,  that  would  not  comply  with  our  Uru- 
guay Roimd — GATT.  Did  I  understand  that  correctly? 

Mr.  Weber.  That  is  true,  yes. 

Mr.  Smith  of  Oregon.  So  if  this  was  passed  and  if  we  reached 
agreement,  which  a  lot  of  us  would  like  to  do,  then  this  provision 
would  have  to  be  repealed  if  we  were  going  to  comply  with  GATT? 

Mr.  Weber.  There  would  certainly  be  questions  as  to  whether  it 

would  fit. 

Mr.  Smith  of  Oregon.  In  the  two-tier  pricing  program  that  we 
looked  at  in  1991,  there  was  a  substantial  increase  in  the  cull-cow 
program  going  to  market. 

Have  you  estimated  or  have  you  had  a  chance  to  estimate  under 
this  program  whether  or  not  the  cull-cow  numbers  would  be  in- 
creased and  if  so,  what  number? 

Mr.  Weber.  At  this  point,  we  have  not  had  a  chance  to  make 
that  estimate  and  we  will  get  that  back  to  the  subcommittee. 

[The  information  follows:] 

This  information  will  be  forthcoming  upon  completion  of  the  USDA  analysis  of 
this  bill. 

Mr.  Smith  of  Oregon.  Thank  you,  Mr.  Chairman. 
Mr.  VOLKMER.  Thank  you.  The  gentleman  from  Minnesota. 
Mr.  Peterson.  Thank  you,  Mr.  Chairman. 

On  this  GATT  issue,  what  was  your  answer?  That  you  thought 
that  this  would  have  to  be  repealed.  Is  that  what  you  said? 
Mr.  Weber.  My  answer  was  that  it  certainly  raised  a  question 

based  on i.  .  t 

Mr.  Peterson.  I  don't  think  that  we  know  that.  From  what  1 
have  heard,  they  think  that  this  is  GATT-legal.  Is  there  somebody 
on  the  panel 

Mr.  WEBER.  We  will  have  our  expert  respond  to  this. 

Mr.  Peterson.  As  I  understand,  if  they  get  a  GATT— which  I 
think  is  pretty  unlikely— but,  say,  if  hghtning  strikes  and  they  do, 
that  whatever  export  subsidies  we  have,  have  to  be  tariffed  and 
then  phased  out.  Isn't  that  what  happens? 

So  my  question  is,  if  we  pass  this  and  this  is  in  place  before  we 
agree  to  something,  would  this  not  become  part  of  of  the  tariff  and 
then  phased  out?  . 

Mr.  Wicks.  The  way  we  view  that  is,  the  disciphnes  to  which  we 
would  be  subject  are  the  percentages  that  Mr.  Weber  mentioned  al- 
ready, and  since  we,  under  the  existing  DEIP  program,  will  be  ex- 
pected to  reduce  the  amount  of  assistance  that  we  currently  have 
for  the  dairy  industry  in  terms  of  exports,  the  additionahty  that  we 
understand  is  proposed  by  this  piece  of  legislation,  in  a  sense,  we 
believe  would  be  obviated. 

Mr.  Peterson.  You  are  using  a  lot  of  big  words  for  a  country  boy 
to  understand. 

Mr.  Wicks.  What  we  are  saying  is  that  the  bill  proposes  to  aug- 
ment the  DEIP.  And  it  is  our  understanding  that  we  will  already- 
given  the  assistance  that  we  currently  have  under  DEIP,  we  will 
already  have  to  reduce  that  assistance.  And,  therefore,  the  benefit 
that  the  bill  would  have  will  be  neutralized. 
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Mr.  Peterson.  Then  won't  we  have  a  reduction  in  imports  also 
under  the  GATT?  Won't  there  be  fewer  products  coming  into  this 
country,  supposedly? 

Mr.  Wicks.  We  believe  that  we  would  see  some  increase  in  im- 
ports to  meet  our  minimum  commitments. 

Mr.  Peterson,  So  we  are  going  to  disarm  again?  Is  that  you  are 
telling  me?  We  are  going  to  give  away  the  store  again? 

Mr.  Wicks.  If  lightning  strikes,  yes. 

Mr.  Peterson,  I  don't  know  how  we  get  into  these  deals. 

This  is  off  the  subject,  but  as  long  as  you  are  answering  ques- 
tions. As  I  understand  it,  the  Europeans  banned  bST,  or  some 
judge  made  it  illegal  or  something,  just  last  Thursday?  Is  that  cor- 
rect? 

Mr.  Wicks.  The  last  thing  that  I  am  aware  of,  sir,  is  that  they 
have  chosen  to  suspend  further  consideration.  In  other  words,  they 
haven't  absolutely  banned  it,  but  they  have  decided  that  they  won  t 
allow  its  use. 

Mr.  Peterson.  Right.  And  so  what  happens  if  we  allow  it?  Does 
that  mean  that  we  cannot  export  into  the  European  Community  if 
we  have  any  potential  of  bST  in  our  milk?  Is  that  the  effect  of  that? 
And  what  impact  would  that  have  on  this  whole  situation? 

Mr.  Wicks.  Until  the  EC  would  absolutely  put  into  effect  some 
regulations,  which  currently  they  don't  have 

Mr.  Peterson.  I  saw  a  letter  from  Representative  Sanders  where 
he  was  claiming  that  it  has  been  banned,  and  we  therefore — if 
there  is  any  potential,  if  they  did  not  approve  bST — would  then  not 
be  able  to  export  into  Europe. 

Mr.  Wicks.  Our  exports  could  in  fact  be  limited,  because  we  have 
bST  in  our  milk;  unless  we  would  have  milk  that  we  could  declare 
was  free,  as  occurs  now  with  the  hormone  ban  on  meat.  A  similar 
situation  could  affect  us. 

Mr.  Peterson.  That  could  affect  all  of  this,  too. 

Mr.  Wicks.  It  would  certainly  make  it  less  attractive  if  we  had 
the  use  of  bST  operational  in  this  country. 

Mr.  Peterson.  It  is  still  hard  for  me  to  understand  why  this 
causes  that  much  of  a  problem.  If  we  put  this  in  place  and  we  actu- 
ally use  it  to  export  some  more  product  I  don't  know  why  we  should 
worry  about  that  until  we  get  to  the  point  where  we  actually  have 
a  GATT  and  we  know  what  it  is  that  we  are  going  to  end  up  deal- 
ing with. 

Mr.  Wicks,  I  believe  we  know — if  there  is  a  GATT,  we  know 
what  we  will  have  to  deal  with  in  terms  of  reductions.  And  we  will 
already  have  to  reduce  what  we  are  currently  doing  without  the  as- 
sistance that  the  bill  would  provide, 

Mr.  Peterson.  Well,  my  time  has  expired. 

Thank  you,  Mr.  Chairman. 

Mr.  VOLKMER.  The  gentleman  from  Virginia. 

Mr,  GOODLATTE,  I  have  no  questions. 

Mr.  VOLKMER.  The  gentleman  from  California. 

Mr.  DOOLEY.  I  understand  that  you  haven't  had  a  chance  to  do 
a  thorough  evaluation  of  the  bill  yet,  but  what  would  be  your  esti- 
mation on  the  impact,  if  you  had  this  type  of  legislation  in  place, 
on  the  transfer  of  dairies  and  new  entry  into  the  industry  if  you 
had  a  situation  which  only  allows  for  the  carrying  forward  of  75 
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percent  of  base  that  can  be  marketed  at  the  full  price  without  the 
assessments? 

Mr.  Weber.  Unfortimately,  we  have  hadn't  a  chance  to  thor- 
oughly review  that,  as  well.  And  we  will  get  back  to  you. 

[The  information  follows:] 
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Answer:  This  program  makes  no  provision  for  the  transfer  of 
base,  therefore,  most  changes  in  the  ownership  structure  of  a 
dairy  would  eliminate  the  base  that  the  dairy  had  established. 
Regulations  governing  the  establishment  of  base  under  the 
proposed  program  likely  would  be  consistent  with  those  which 
currently  establish  base  for  the  assessment  refund  program. 
Under  those  regulations,  the  transfer  of  an  entire  dairy 
operation  within  a  family  would  not  affect  the  base  of  that 
dairy  operation. 

If  dairy  farmers  or  prospective  dairy  farmers  expect  that 
within  the  next  twelve  months  a  two-tier  pricing  program  would 
be  triggered,  there  would  be  extreme  hesitation  on  their  part 
to  expand  existing  operations,  or  to  acguire  a  new  dairy 
operation.  The  market  value  of  dairy  operations  would  be 
depressed  during  such  periods. 

Also,  during  such  periods,  limited  increases  in  efficiencies 
or  productivity  occur. 
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Mr.  DOOLEY.  What  we  have  in  effect  here,  by  some  analysis  and 
just  from  interpreting  your  comments,  is  really  a  three-tiered  sys- 
tem to  some  extent.  Would  you  agree  with  that? 

Mr.  Weber.  That  certainly  could  be  the  case,  yes. 

Mr,  DoOLEY.  Then  what  I  am  concerned  with — and  I  think  this 
is  an  issue  with  the  USDA,  and  I  think  in  your  testimony  you 
made  the  comment  that  a  system  of  this  nature  might  actually  put 
in  disincentives  for  enhanced  productivity.  Do  you  concur  with 
that? 

Mr.  Weber.  Yes,  that  was  in  our  testimony. 

Mr.  DoOLEY.  The  concern  then  is  that  we  are  in  effect  then  going 
to  be  perhaps  putting  a  system  in  place,  if  we  adopted  this  legisla- 
tion as  it  currently  stands,  where  we  would  actually  be  penalizing 
some  of  our  dairy  farmers,  both  large  and  small,  that  had  found 
ways  by  which  to  enhance  their  productivity  and  that  did  lead  to 
increased  production. 

Mr.  Weber.  That  certainly — with  our  review  so  far,  those  con- 
cerns have  been  raised  in  our  minds,  and  we  will  be  looking  into 
that  further  as  we  give  you  a  full  evaluation  of  the  bill. 

Mr,  DoOLEY.  Just  following  up  on  some  of  the  comments  of  Mr. 
Peterson,  USDA  at  this  point  has  taken  no  position  on  bST,  have 
they? 

Mr.  Weber.  To  my  knowledge,  no. 

Mr,  DoOLEY.  Looking  at  this  from  a  producer  standpoint,  the 
way  that  the  assessments  are  currently  collected  versus  the  way 
the  assessments  would  be  collected  under  the  new  policy  regime,  is 
the  producer  going  to  see  any  difference  in  what  is  going  to  be  his 
obligation — financial? 

Mr.  Weber.  From  a  financial  standpoint,  likely  not.  There  is 
some  concern  under  the  current  system  that  the  producer  knows  up 
front  what  is  being  deducted  from  proceeds  coming  to  him.  We 
again — based  on  our  preliminary  review,  we  don't  Imow  that  this 
is  going  to  be  as  transparent  under  the  proposal. 

Mr.  DoOLEY,  I  am  having  difficulty  understanding — and  you  al- 
luded to  it  also — why  draw  the  funds  and  the  assessment  from  the 
marketing  pools  rather  than  from  the  established  mechanism, 
which  makes  them  less  transparent? 

Mr.  Weber,  Certainly  that  is  a  question  that  we  have  raised. 
Again,  we  need  to  evaluate  it  further.  But  that  was  one  of  the 
things  that  we  saw  in  our  initial  review,  yes. 

Mr.  DoOLEY.  Thank  you. 

Mr.  VOLKMER.  The  gentleman  from  California,  Mr.  Pombo. 

Mr.  POMBO,  No  questions. 

Mr.  VOLKMER.  The  gentleman  from  Texas,  Mr,  Sarpalius, 

Mr.  Sarpalius.  You  state  in  your  testimony  that  your  analysis 
of  this  bill,  you  haven't  had  a  chance  to  really  go  through  it.  When 
do  you  think  you  will  have  a  chance  to  give  us  your  opinion  on  the 
legislation? 

Mr.  Weber.  I  think  we  probably  could  give  you  something  within 
30  to  45  days, 

Mr,  Sarpalius.  You  also  stated  in  your  testimony  that  you 
thought  on  one  hand  it  might  be  a  savings,  but  then  on  the  other 
hand  you  talked  about  an  increased  cost  in  administration  costs  for 
the  program.  Have  you  had  a  chance  to  analyze  what  type  of  sav- 
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ings  it  would  be  for  the  Government  versus  what  additional  costs 
you  would  be  faced  with? 

Mr.  Weber.  Not  thoroughly,  and  I  am  not  in  a  position  to  discuss 
that  at  this  point. 

Mr.  Sarpalius.  You  also  mentioned  in  your  testimony,  you  said 
that  the  two-tier  pricing  program  could  remove  incentives  for 
adopting  new  technology.  How  do  you  figure  that?  How  do  you 
come  up  with  that? 

Mr.  Weber.  Let  me  have  John  Mengel  respond  to  that,  please. 

Mr.  Mengel.  Basically  two-tier  pricing  would  establish  a  quota 
for  each  producer,  the  amount  of  milk  that  he  would  deliver  during 
a  period.  A  lot  of  the  technological  advances  that  producers  are 
adopting — and  I  think  it  was  referred  to  in  some  of  the  opening 
statements — require  expansion  of  existing  facilities  and  putting 
capital  into  that. 

If  producers  are  going  to  do  that,  generally  they  need  to  expand 
their  herd  and  need  to  expand  their  marketings  in  order  to  pay  for 
that  increased  capitalization.  If  they  cannot  make  such  expansions 
in  marketings,  given  the  quotas  that  they  are  under,  then  they 
won't  adopt  those  new  technologies  or  make  those  capital  invest- 
ments in  equipment  that  will  improve  their  efficiency. 

Mr.  Sarpalius.  You  also  talked  about  where  producers  might  be 
faced  with  a  paperwork  nightmare.  How  do  you  figure  that? 

Mr.  Weber.  Let  me  have  John  respond  to  that,  again. 

Mr.  Mengel.  It  is  a  combination  of  both  producers  and  our  ASCS 
offices  who  have  to  validate  the  information  when  the  producer 
brings  it  in  for  a  refund.  But  if  you  have  producers  moving  from 
pool  to  pool  or  handler  to  handler  or  in  and  out  of  pool  regulation, 
he  may  belong  to  a  pool  for  1  month,  not  the  next,  maybe  just  a 
part  of  a  month,  depending  on  the  pricing  arrangements.  He  will 
have  to  have  a  new  piece  of  paper  from  somebody  every  time  he 
makes  such  a  movement  to  verify  how  much  milk  he  delivered  and 
how  many  dollars  were  withheld  from  his  paycheck,  so  he  can  come 
in  and  make  such  a  claim  for  his  refund. 

Right  now,  most  producers  are  paid  by  one  person  at  one  place 
under  the  responsible  persons  procedures  that  we  have  set  up.  And 
it  limits  the  amount  of  paper  he  has  to  deal  with  in  order  to  claim 
his  refund. 

Mr.  Sarpalius.  I  want  also  to  echo  a  concern  that  my  colleague, 
Mr.  Smith,  emphasized  at  the  end  of  his  comments.  When  you 
come  back  or  when  you  give  us  analysis  of  this  bill,  I  am  real  inter- 
ested in  seeing  how  you  envision  enacting  this  legislation  to  ensure 
that  the  beef  markets  will  be  protected  in  the  future. 

There  are  those  who  say  that  it  won't  have  any  impact  on  beef 
markets  at  all.  I  am  just  curious  to  see  some  assurance  of  that. 

Also,  I  would  like  to  have  your  comments  on  recent  lawsuits 
against  bloc  voting,  how  you  think  this  legislation  would  affect 
that. 

Mr.  Weber.  I  am  not  real  familiar  with  the  bloc  voting.  I  have 
heard  about  it,  and  I  don't  know  that  the  Department  at  this  point 
has  taken  a  position  one  way  or  the  other  on  that. 

Mr.  Sarpalius.  Mr.  Chairman,  I  want  to  express  that  I  think 
this  legislation  is  a  good  piece  of  legislation.  I  don't  see  any  reason 
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why  I  couldn't  support  it,  but  there  are  just  some  concerns  there 
that  I  would  hope  that  we  could  get  some  answers  on. 

Mr.  VOLKMER.  The  gentleman  from  Texas  yields.  And  the  chair- 
man recognizes  those  concerns,  and  I  am  sure  as  we  continue  not 
only  with  the  hearing  today  and  discussions,  hopefully  we  will  be 
able  to  resolve  those  problems. 
Mr.  Sarpalius.  Thank  you. 

Mr.  VOLKMER.  I  now  recognize  the  gentleman  from  Wisconsin. 
Mr.  GUNDERSON.  Thank  you,  Mr.  Chairman.  And  I  apologize,  as 
I  said  earlier,  for  being  in  and  out. 

You  say  on  page  4  of  your  testimony,  Mr.  Weber,  "However  we 
should  point  out  that  the  two-tier  pricing  program  could  remove  in- 
centives for  adopting  new  technology,  thereby  slowing  productivity 
increases  and  hindering  U.S.  competitiveness." 
Could  you  elaborate  on  that,  what  you  anticipate? 
Mr.  Weber.  What  I  think  I  will  have  is — John  Mengel  elaborated 
on  it  earlier. 

Mr.  GUNDERSON.  Great.  As  you  know,  I'm  running  back  and 
forth  from  the  House  floor  and  trying  to  catch  up. 

Mr.  VOLKMER.  If  the  gentleman  will  yield— and  I  will  give  the 
gentleman  some  additional  time — because  Mr.  Mengel,  basically 
the  way  I  understand  the  answer — perhaps  he  could  elaborate  even 
more. 

Something  that  I  don't  quite  understand  is  that  if  you  want  to 
expand  your  herd,  your  facilities,  you  expand  your  herd  and  there- 
fore you  expand  your  production  and  that  is  a  disincentive  to  do 
so.  But  if  I  don't  necessarily  want  to  expand,  but  I  also  want  to 
produce  more  with  less,  where  is  the  disincentive  to  do  so? 

In  other  words,  I  am  now  producing— let's  say  I  am  now  produc- 
ing 100,000  pounds  of  milk  a  day.  Now  where  in  this  bill  is  the  dis- 
incentive for  me  to  bring  in  technologies  to  continue  to  produce 
100,000  pounds  of  milk  a  day  for  less? 
Mr.  Mengel.  There  would  be  no  disincentives  for  that. 
Mr.  VoLKMER.  No  disincentives  for  that,  just  a  disincentive  to  ex- 
pand production  beyond  what  you  have  been  producing? 
Mr.  Mengel.  Correct. 

Mr.  VOLKMER.  So  you  can  still  have  efficiencies  under  this  bill? 
Mr.  Mengel.  Well,  to  some  extent.  I  think  what  you  are  talking 
about,  if  you  can  improve  your  feeding  or  whatever  to  get  the  same 
amount  of  milk  out  of  less  cows.  There  is  some  disincentive  there 
that  if  you  built  a  parlor  that  will  hold  100  cows,  or  milk  100  cows 
a  day,  and  you  adopt  some  new  feeding  practice  to  increase  your 
output  per  cow,  if  you  are  going  to  maintain  your  production,  you 
are  going  to  have  to  run  less  cows  through  that  facility. 

So  you  still  have  that  fixed  cost  from  that  facility  and  you  will 
be  spreading  it  over  less  cows,  when  you  could  continue  milking  the 
same  number  of  cows  because  you  have  the  facilities  and,  therefore, 
decrease  your  cost  of  production. 

Mr.  VOLKMER.  I  yield  back  to  the  gentleman  from  Wisconsin.  And 
I  add  a  couple  more  minutes  to  his  time. 
Mr.  GUNDERSON.  No  problem. 

Reading  your  statement,  at  this  point  the  administration  is  not 
prepared  to  take  a  position;  is  that  correct? 
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Mr.  Weber.  That  is  correct.  One  thing  I  might  say  on  that,  that 
I  think  since  the  Secretary  has  come  on  board  he  has  had  one  dis- 
aster after  another  and  has  not  had  the  opportunity  to  focus  on 
dairy  poUcy.  The  forum  that  we  had  a  couple  of  weeks  ago — that 
as  well  as  this — ^we  will  be  immediately  beginning  to  focus  on  the 
dairy  policy. 

Mr.  GuNDERSON.  You  don't  include  this  bill  in  that  list  of  disas- 
ters, do  you? 

Mr.  Weber.  Oh,  no. 

Mr.  GuNDERSON.  I  just  wanted  to  make  sure  of  that.  I  don't  ei- 
ther. I  was  getting  worried. 

You  talked  a  little  bit  about  whether  or  not  DEIP  could  continue 
under  the  GATT  agreements.  Has  the  administration  indicated 
what  they  would  be  doing  in  terms  of  asking  for  funds  for  DEIP 
were  this  put  into  effect?  Have  you  analyzed  at  all  the  relationship 
between  the  producer  board's  ability  to  export  and  DEIP? 

Mr.  Weber.  Let  me  refer  to  Mr.  Wicks. 

Mr.  Wicks.  If  I  may,  the  current  DEIP  has  no  funding  limita- 
tions on  it,  as  do  the  EEP  programs.  Therefore,  all  we  are  looking 
at,  should  there  be — as  Mr.  Peterson  pointed  out — a  bolt  of  light- 
ning which  would  cause  us  to  have  a  GATT  agreement,  we  are 
looMng  at  necessarily  reducing  our  assistance  to  the  dairy  industry 
in  terms  of  DEIP.  Because  aside  from  exports  under  DEIP,  there 
isn't  much  in  the  way  of  exports. 

So  we  aren't  really  having  to  concern  ourselves  directly  with 
funding  for  DEIP  with  or  without  the  passage  of  this. 

Mr.  GUNDERSON.  Can  any  of  you  give  me  an  idea  of  what  amoiint 
of  Government  purchases  are  necessary  today  to  meet  Government 
needs?  You  recall,  from  years  past,  that  we  have  had  this  wonder- 
ful debate  about  what  the  Government  needs  to  buy  for  its  own 
purposes.  Versus  what  it  buys  in  terms  of  surplus  dairy  products. 
Where  would  that  number  be  today  in  your  opinion? 

Mr.  Mengel.  I  am  not  sure  I  can  give  you  a  specific  number 
today,  but  it  seems  like  regardless  of  what  number  we  establish, 
the  question  is  getting  the  surplus  products  that  we  buy  to  fit  into 
the  program  demands  that  we  have. 

In  the  last  few  years,  as  you  are  well  aware,  most  of  our  pur- 
chases of  surplus  has  been  in  the  form  of  butter,  which  is  not — 
there  is  only  a  limited  amount  we  can  use  in  our  school  programs 
and  other  programs.  So  we  have  had  to  go  out  on  the  open  market 
and  buy  cheese  for  those  programs  at  market  prices. 

So  even  though  we  can  probably  use  in  the  neighborhood  of  50 
or  60  million  pounds  of  cheese  for  schools,  it  is  not  available  under 
the  program  as  we  are  presently  getting  surplus  product. 

Mr.  Weber.  Mr.  Gunderson,  we  will  take  a  look  at  that  and  get 
a  further  answer. 

Mr.  GUNDERSON.  That  would  help  us. 

[The  information  follows:] 
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Answer:  The  Department,  of  Agriculture  (USDA)  purchases  some 
dairy  products  using  appropriated  funds  for  the  school 
programs,  child  care  and  other  direct  distributions  like  the 
Food  Distribution  Program  on  Indian  Reservations.  In  Fiscal 
Year  1992,  USDA  purchased  almost  60  million  pounds  of  cheese 
and  over  12  million  pounds  of  nonfat  dry  milk  for  these 
programs.  The  Commodity  Credit  Corporation  (CCC)  also  is 
required  to  donate  9  million  pounds  of  cheese  and  4  million 
pounds  of  nonfat  dry  milk  to  the  Commodity  Supplemental  Food 
Program.  The  combined  total  of  purchases  from  appropriated 
funds  and  required  donations  is  nearly  68  million  pounds  of 
cheese  and  over  25  million  pounds  of  nonfat  dry  milk.  This 
represents  the  total  Government  need  for  domestic  food 
assistance  programs. 

The  U.S.  Army  buys  1  million  pounds  of  butter,  2  million 
pounds  of  cheese  and  10  million  pounds  of  nonfat  dry  milk  for 
overseas  use  from  the  CCC,  when  available. 

If  available  from  CCC  stocks,  the  military,  the  Veterans 
Administration  and  the  Bureau  of  Prisons  will  accept  donations 
of  8  million  pounds  of  butter  and  6  million  pounds  of  cheese. 

CCC  also  donates  annually  about  150  million  pounds  of  butter 
to  the  school  lunch  program,  the  Emergency  Food  Assistance 
Program  (TEFAP)  and  institutions. 
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Mr.  GUNDERSON.  I  frankly  would  like  to  see,  as  we  begin  amend- 
ing this  bill,  if  we  could  design  a  program  where  the  Government 
bought  what  it  needed  and  we  then  took  a  good,  hard  look  at 
whether  we  actually  have  to  continue  that  10-cent  assessment  for 
reconciliation.  Then  I  would  like  to  see  if  we  can  give  the  board  the 
ability  to  raise  part  of  that  assessment  and  the  authority  to  really 
take  control  of  the  program  once  the  Government  needs  are  met. 

That  is  going  to  make  this  self-help  board  more  powerful  while 
reducing  the  Government  role.  However,  I  think  that's  where  ev- 
eryone wants  to  end  up  and  we  ought  to  be  looking  at  those  num- 
bers. 

Thank  you,  Mr.  Chairman. 

Mr.  VOLKMER.  Thank  you. 

The  Chair  would  like  to  recognize  the  gentleman  from  California, 
Mr.  Condit. 

Mr.  Condit.  Mr.  Chairman,  I  have  a  prepared  statement  that  I 
would  like  to  submit  for  the  record.  I  thank  you  for  holding  this 
hearing.  It  is  an  issue  that  is  important  to  all  of  us. 

I  represent  dairy  districts,  and  I  would  just  like  to  submit  this 
for  the  record;  and  I  have  questions  if  I  am  still  here  later. 

Mr.  VOLKMER.  For  the  record,  the  gentleman's  statement  will  ap- 
pear at  the  beginning  of  the  hearing. 

Mr.  Condit.  And  I  would  like  to  say  that  I  am  working  on  a 
issue  on  the  floor,  and  I  may  have  to  leave  in  a  little  bit,  and  I  may 
submit  written  questions. 

Mr.  VoLKMER.  Perhaps  if  you  two  gentleman  would  get  together 
on  something  that  is  going  on  on  the  floor,  then  you  could  resolve 
it  right  here. 

Mr.  GuNDERSON.  Perhaps  we  could  move  this  hearing  to  HC-5. 

Mr.  VoLKMER.  I  have  several  questions.  In  answer  to  the  gen- 
tleman from  Oregon's  question  about  when  you  projected  that  you 
would  reach  the  7-billion-pound  figure  in  1995,  if  this  legislation 
was  in  effect.  Is  that  correct? 

Mr.  Weber.  That  is  correct. 

Mr.  Mengel.  No,  looking  at  our  current  baseline  without  this 
program,  we  estimate  that  in  1995  we  will  be  above  7  billion 
pounds.  If  this  program  were  in  effect,  I  think  it  would  further  en- 
sure that  we  would  be  above  7  billion  pounds  in  that  year. 

Mr.  Volkmer.  In  other  words,  we  are  going  to  be  there  without 
this  bill? 

Mr.  Mengel.  Correct. 

Mr.  Volkmer.  That  is  your  estimate? 

Mr.  Weber.  That  is  our  estimate  right  now. 

Mr.  Volkmer.  What  do  you  estimate  the  price  to  be  at  that  time? 

Mr.  Weber.  Well,  we  are  looking  at  between  $11.80  and  $12,  all 
milk  price. 

Mr.  Volkmer.  And  no  program  to  remove  the  excess  except 
through  the  CCC? 

Mr.  Weber.  Yes. 

Mr.  Volkmer.  Right,  the  existing.  Isn't  that  going  to 
increase 

Mr.  Weber.  You  also  have — the  DEIP  program  is  operating  with- 
in those  estimates. 
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Mr.  VOLKMER.  Well,  we  may  not  have  a  DEIP  program,  or  very 
much  of  one;  isn't  that  right,  Mr.  Wicks? 

Mr.  Wicks.  We  will  have  it  through  1995,  and  after  that  we  will 
have  to  fall  under  the  disciplines. 

Mr,  VoLKMER.  Right,  so  not  too  expensive.  Now,  on  the  question, 
Mr.  Wicks,  the  gentleman  was  asking  about  the  exports,  the  gen- 
tleman from  Minnesota — and  as  I  understand  it  under  GATT,  we 
go  back  to  the  1986-1990  base,  and  then  we  move  from  that  base 
and  we  have  a  reduction  of  so  much — a  certain  percent  over  a  pe- 
riod of  time  before  we  go  into  tariffing?  Is  that  correct  or  incorrect? 

Mr.  Wicks.  No,  we  would  end  up  having  to  reduce — I  believe  the 
figures  were  in  our  statement — but  we  would  have  to  reduce,  on 
average,  21  percent  of  the  volume  and  36  percent  of  the  value  in 
terms  of  our  assistance. 

Mr.  VOLKMER.  Right.  Over  what  period  of  time? 

Mr.  Wicks.  In  6  years. 

Mr.  VOLKMER.  That  is  over  6  years.  Now  it  doesn't  make  any  dif- 
ference what  we  are  doing  at  that  time  when  that  takes  place.  It 
goes  back  to  1986-1990  and  we  have  to  reduce  on  that  basis,  cor- 
rect? 

Mr.  Wicks.  Correct,  sir. 

Mr.  VoLKMER.  Now  if  we  don't  enact  this,  we  are  still  going  to 
have  to  reduce  whatever  we  have  based  on  it;  and  if  we  are  already 
there,  we  don't  have  to  reduce  any?  In  other  words,  if  we  don't  fund 
DEIP  much  and  we  don't  do  much  in  the  future,  and  we  pass;  and 
GATT  goes  into  effect,  and  we  have  reduced  it  beyond  1986-1990, 
the  same  figures,  we  wouldn't  reduce  any,  correct? 

Mr.  Wicks.  If  I  understand  your  question,  Mr.  Chairman,  we 
have  to  reduce  from  the  1986  base 

Mr.  VOLKMER.  And  1989.  If  we  had  already  done  it 

Mr.  Wicks.  If  we  had  already  done  it 

Mr.  VoLKMER.  Because  we  didn't  appropriate  it,  didn't  provide 
funds  or  whatever,  didn't  have  the  surplus  to  get  rid  of,  we  don't 
have  to  do  anything. 

Mr.  Wicks.  On  that  assumption,  that  is  right. 

Mr.  VOLKMER.  If  we  have  increased  our  DEIP  and  really  gone  up 
high,  and  we  are  really  sending  the  stuff  overseas,  then  we  have 
to  cut  back? 

Mr.  Wicks.  Correct. 

Mr.  VOLKMER.  Now  if  we  put  this  little  bit  in  here,  that  just  be- 
comes a  part  of  the  total  picture.  You  said  it  would  be  neutralized. 

It  wouldn't  necessarily  be  neutralized,  would  it?  What  if  we  have 
cut  back  on  everj^hing  else  and  this  is  all  that  we  are  doing? 

Mr.  Wicks.  Mr.  Chairman,  that  is  correct  if  we  are  at  any  time 
doing  the  DEIP  that  we  are  currently  doing  and  we  were  not 
supplementing  the  DEIP,  but  rather  replacing  it  with  activities 
under  this  proposed  legislation,  I  think  your  point  absolutely 
makes  100  percent  sense. 

Mr.  VOLKMER.  What  I  am  tr5dng  to  get  at  is  to  say  that  the  ex- 
ports provided  for  under  this  legislation  would  necessarily  be  neu- 
tralized by  GATT  isn't  quite  accurate,  is  it?  It  depends  on  what  is 
going  on  and  depends  on  what  the  circumstances  are,  what  other 
things  we  are  doing  as  far  as  the  Government,  as  far  as  exports, 
correct? 


27 

Mr.  Wicks.  It  does. 

Mr.  Peterson.  Mr.  Chairman. 

Mr.  VOLKMER.  Yes. 

Mr.  Peterson.  If  you  would  yield  for  just  a  second  to  clarify  this, 
could  you  tell  us  what  the  DEIP  figures  are  and  how  much  we 
would  be  over,  if  we  would  be  over,  if  this  actually  went  into  effect? 
You  may  not  have  those  numbers  right  with  you  today,  but  so  we 
will  know  what  we  are  talking  about  here,  what  is  that  number 
that  has  to  be  reduced,  and  is  the  DEIP  in  excess  of  that  amount? 
So  we  know  exactly  what  we  are  talking  about  here. 

Mr,  Wicks.  We  can  give  you  pretty  close  figures  today  and  abso- 
lute figures  at  a  future  time. 

[The  information  follows.] 
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Under  a  Uruguay  Round  agreement  based  on  the  Draft  Final  Act  as  amended  by  the 
U.S. /EC  Blair  House  Agreement,  our  subsidized  dairy  products  exports  would  be 
subject,  on  a  product-by-product  basis,  to  a  2l-percent  reduction  in  volume 
{over  a  6-year  period)  from  the  average  volume  which  occurred  during  the 
1966-1990  agreed  upon  base  period.  Subsidized  exports  during  that  base  period 
for  all  dairy  products  totaled  approximately  117,000  MT.   In  1992,  for  example, 
our  subsidized  dairy  products  exports  totaled  220,193  MT,  comprised  of  155,486 
MT  under  the  DEIP  and  64,707  MT  under  the  CCC  direct  sales  program.   If  the 
agreement  were  Implemented  January  1,  1995,  subsidized  exports  with  Individual 
product  limits  would  have  to  be  held  to  about  112,800  MT  for  the  year,  falling 
progressively  to  about  92,400  MT  by  the  year  2000.  Under  the  proposed  Uruguay 
Round  disciplines,  we  would  have  to  reduce  our  subsidized  sales  by  49  percent 
from  the  1992  level.   To  the  degree  that  CCC  direct  and  DEIP-asslsted  exports 
fell  below  the  agreed  upon  limits  for  subsidized  exports  In  any  particular  year 
for  a  particular  dairy  product,  the  Board  likely  could  supplement  DEIP  and  CCC 
direct  sales  with  subsidy-assisted  exports  for  that  particular  product  up  to 
that  product's  limit. 
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Mr.  Wicks.  But  to  give  you  an  idea,  in  1992,  we  moved  under 
the  DEIP  155,436  tons  of  dairy  products.  And  we  would  have  to  re- 
duce our  dairy  products  exports  by  those  percentages  that  we  ear- 
ner mentioned  from  the  1986-1990  base,  and  that  1986-1990  base 
was  only  117,000  tons.  So  we  will  have  to  cut  our  DEIP  not  quite 
in  half  just  to  meet  the  1986-1990  level. 

Mr.  Peterson.  Thank  you,  Mr.  Chairman. 

Mr.  VOLKMER.  Now  I  would  like  to  get  to  another  matter  that 
was  brought  up  here.  It  really  isn't  a  part  of  it,  but  I  guess  ancil- 
lary. It  could  be. 

Mr.  Wicks,  I  am  a  little  bit  disturbed  aboui>-as  one  who  has  a 
lot  of  suspicion  about  these  so-called  agreements  that  are  being  ne- 
gotiated, whether  it  is  NAFTA  or  GATT,  and  the  reason  is  because 
I  see  what  is  going  on. 

And  you  mentioned  the  beef  hormone.  To  my  knowledge,  there 
is  no  scientific  basis  for  rejecting  American  beef  because  of  the 
growth  hormone  that  is  used.  There  is  no  scientific  basis  whatso- 
ever that  it  makes  that  meat  unhealthy.  And  the  same  thing  ap- 
plies to  bST. 

Now,  we  talk  about>-you  say,  if  we  get  GATT,  we  are  going  to 
have  to  do  this  and  this  and  this.  And  then  I  see  what  Europe  does, 
and  they  violate  GATT,  and  we  don't  do  anything  about  it.  And  we 
are  saying  that  they  can  go  ahead,  we  will  sign  up  GATT,  and  they 
are  going  to  be  able  to  say,  no,  you  aren't  going  to  send  any  milk 
over  here  with  bST,  or  any  beef  with  beef  hormones,  and  this  or 
that  and  the  other  thing.  I  don't  understand  what  goes  on. 

Mr.  Wicks.  Mr.  Chairman,  I  think  you  have  identified  the  enemy 
very  clearly  as  to  how  they  operate.  And  we  do  need  a  new  agree- 
ment that  will  bring  more  discipline  so  that  we,  the  United  States, 
have  a  little  better  playing  field  than  we  currently  do. 

Mr.  VoLKMER.  ThanJt  you.  I  appreciate  that,  because  I  don't  see 
the  fairness  of  it  all. 

I  have  no  further  questions.  Does  anybody  else  have  any  ques- 
tions? 

The  gentleman  from  Oregon. 

Mr.  Smith  of  Oregon.  Thank  you,  Mr.  Chairman. 

As  I  understand  this  program,  there  is  a  third  tier  which  kicks 
in — call  it  a  third  tier  if  you  will,  an  additional  provision  if  you 
don't  want  to  call  it  a  third  tier — when  we  exceed  7  billion  pounds 
annually  and  when  the  price  falls  within  50  cents  of  the  target. 

There  is  what  is  called  the  targeted  excess — ^for  2  months,  for  2 
months  there  is  a  targeted  excess  purchase  reduction,  which  ap- 
plies. And  I  understand  that  new  producers,  or  producers  who  have 
expanded  production,  are  treated  similarly  with  those  that  haven't 
expanded.  So  it  applies  to  everyone 

Mr.  VoLKMER.  Will  the  gentleman  yield? 

Mr.  Smith  of  Oregon.  I  would  like  to  finish  my  point. 

Go  ahead. 

Mr.  VOLKMER.  I  think  that  is  not  quite  correct.  I  think  Mr. 
Mengel,  in  answer  to  your  earlier  question,  when  you  have  that  7 
biUion  and  the  10,  I  believe  it  is  only  against  those  that  exceed  the 
base  or  the  quota. 

Mr.  Mengel.  When  we  estimate  it  is  going  to  exceed  7  billion 
pounds  for  a  year,  the  first  thing  we  do  is  put  an  assessment  on 
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every  hundredweight  of  milk  to  pay  for  the  cost  over  7  billion 
pounds.  Then,  if  we  have  2  months  during  that  year  when  the  price 
is  less  than  50  cents — and  this  is  U.S.  manufacturing  price,  is  less 
than  50  cents — over  the  support  level,  then  we  are  required  to  put 
in  a  two-tiered  program. 

At  that  point,  the  assessment  that  has  been  charged  on  every 
hiuidredweight  of  milk  is  just  charged  on  overquota  milk.  So  when 
we  were  talking  before,  I  said  that  the  average  assessment  would 
be  about  2  cents  on  every  hundredweight  of  milk.  If  we  have  to  col- 
lect that  on  just  the  overquota  milk,  we  would  be  talking  several 
and  perhaps  as  much  as  $8  or  $10  on  just  that  milk  that  is  above 
the  producer's  quota. 

Mr.  Smith  of  Oregon.  Applied  to  new  producers,  as  well  as  those 
that  expand,  as  well  as  those  that  have  not  expanded. 

Mr.  Mengel.  On  new  producers.  The  new  producer  is  one  that 
doesn't  have  a  base,  wasn't  in  production  during  the  same  month 
in  the  previous  year.  He  has  an  assessment  charged  on  25  percent 
of  whatever  he  delivers  that  month. 

Mr.  Smith  of  Oregon.  And  what  about  the  guy  who  expands? 

Mr.  Mengel.  The  guy  that  expands  has  the  assessment  placed 
on  every  hundredweight  of  milk  that  he  markets  that  exceeds  his 
marketings  in  the  same  month  of  the  previous  year,  up  to  25  of  his 
current  marketings. 

Mr.  Smith  of  Oregon.  And  the  person  who  didn't  expand? 

Mr.  Mengel.  He  has  no  assessment  charge.  He  is  all  within  his 
quota. 

Mr.  Smith  of  Oregon.  All  right.  I  would  like  for  you  to,  if  you  can, 
supply  for  the  record — let's  apply  this  bill  to  the  past  3  years  of 
production  in  the  country — which,  by  the  way,  has  exceeded  7  bil- 
lion pounds  26  months  out  of  the  last  60  months — apply  this  pro- 
gram; and  I'd  like  your  estimates  on  what  it  would  mean  as  to  the 
price  of  milk  in  that  period,  and  what  it  means  to  production,  and 
what  it  mesins  as  far  as  assessment  to  dairy  producers. 

Mr.  Weber.  Mr.  Smith,  we  will  do  that. 

Mr.  Smith  of  Oregon.  Fine,  thank  you. 

[The  information  follows:] 

This  information  will  be  forthcoming  upon  completion  of  the  USDA  analysis  of 
this  bill. 

Mr.  Volkmer.  I  have  no  further  questions.  Does  any  member 
have  any  farther  questions  of  this  panel? 

If  not,  I  want  to  thank  you  very  much.  Randy,  and  thank  you  for 
your  patience.  I  appreciate  the  additional  information  to  the  addi- 
tional questions  as  soon  as  possible,  and  then  the  overall  viewpoint 
and  everything.  That  can  come  later,  and  we  will  hold  the  record 
open  imtil  we  get  the  answers  to  those  questions. 

With  that,  we  are  going  to  recess  the  hearing  at  this  time  and 
go  vote;  and  then  we  will  come  back  and  proceed  with  our  other 
panel,  Mr.  Barr,  Mr.  Tillison,  and  Ms.  Ozer. 

[Recess  taken.] 

Mr.  Volkmer.  The  subcommittee  will  resume  its  meeting. 

Our  next  panel  will  be  Mr.  James  C.  Barr,  chief  executive  officer. 
National  Milk  Producers  Federation;  Mr.  James  E.  Tillison,  execu- 
tive director  and  chief  executive  officer  of  the  Alliance  of  Western 
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Milk  Producers;  and  Ms.  Kathy  Ozer,  executive  director,  National 
Family  Farm  Coalition,  Washington,  DC. 

Your  statements  will  be  made  a  part  of  the  record.  You  may  sum- 
marize your  statements  or  give  your  statement  in  full. 

We  will  begin  with  Mr.  Barr. 

STATEMENT  OF  JAMES  C.  BARR,  CHIEF  EXECUTIVE  OFFICER, 
NATIONAL  MILK  PRODUCERS  FEDERATION 

Mr.  Barr.  Thank  you  very  much.  Mr.  Chairman,  with  your  per- 
mission, I  will  not  read  my  statement;  I  would  like  it  included  in 
the  record.  However,  I  do  have  a  few  comments  that  I  would  like 
to  make.  My  desire  is  to  get  to  the  questions  and  be  able  to  respond 
to  them  as  quickly  as  possible. 

First  of  all,  we  want  to  thank  you,  Mr.  Chairman,  for  introducing 
H.R.  2664,  and  we  want  to  thank  Mr.  Gimderson  for  joining  you 
in  that  effort.  We  think  it  is  a  good  time  to  consider  this  legislation, 
and  we  think  that  you  are  certainly  providing  a  great  help  to  the 
dairy  industry  in  doing  what  you  have  done. 

As  I  was  sitting  here  listening  to  the  previous  witnesses,  I  was 
reminded  of  a  comment  by  one  of  the  great  philosophers  of  our 
time.  Yogi  Berra,  because  it  soimded  to  me  like  "deja  vu  all  over 
again."  I  thought  perhaps  I  had  gone  to  sleep  2  years  ago  and 
awakened  to  fmd  that  we  were  here  testifying  on  the  bill  that  we 
came  to  this  subcommittee  with  in  1991,  which  would  have  in- 
creased the  support  to  $11.60  and  would  have  implemented  a  two- 
tier  pricing  plan. 

The  bill  that  we  are  talking  about  today  falls  far  short  of  that, 
as  you  mentioned  in  your  opening  remarks.  This  is  not  a  two-tier 
pricing  bill.  This  is  not  a  three- tier  pricing  bill.  This  is  not  a  supply 
management  bill.  What  this  is  is  a  bill  that  creates  a  partnership 
between  the  Federal  Government  and  the  dairy  industry  to  inter- 
vene in  the  market  to  prevent  surplus  dairy  products  from  going 
to  the  Commodity  Credit  Corporation. 

The  purpose  of  this  bill  is  not  to  deal  with  surpluses  once  they 
get  in  excess  of  7  billion  poimds.  The  purpose  of  this  bill  is  to  pre- 
vent the  dairy  industry  from  getting  into  that  position  in  the  first 
place. 

Mr.  Mengel  mentioned  during  his  testimony  that  USDA's  projec- 
tion now  is  that  we  will  be  at  7  billion  pounds  by  1995.  CBO,  on 
the  other  hand,  has  projections  that  removals  will  be  well  below 
that  level.  CBO  rarely  gets  above  the  5-billion-pound  figure  be- 
tween now  and  the  end  of  the  1995  farm  bill. 

Our  own  estimates  are  somewhere  between  the  CBO  and  the  es- 
timates of  USDA.  But  if  we  are  in  fact  going  to  use  USDA  figures 
and  if  we  are  in  fact,  by  1995,  going  to  be  at  a  7-billion-pounds  sur- 
plus level,  what  happens  to  the  2  billion  pounds  that  is  going  to 
disappear  from  the  market  because  this  board  has  intervened  and 
done  its  job  and  removed  those  surpluses  back  to  5  billion  pounds? 
Are  we  still  going  to  be  at  7  billion  pounds? 

That  would  imply,  by  1995,  with  the  modest  price  increases  that 
we  are  going  to  see  in  this  bill,  that  we  would  have  been  at  9  bil- 
lion pounds  at  that  point  in  time;  and  I  think  that  is  highly  un- 
likely. 
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The  concerns  that  were  expressed  in  the  GATT  are  real.  And  it 
is  something  that  concerns  us  greatly.  But  let's  take  a  look  at  the 
current  situation  in  international  markets. 

Last  year,  the  EC  subsidized  about  36  billion  pounds  of  dairy 
products  imported  into  the  international  market  on  a  milk-equiva- 
lent basis.  The  United  States,  on  the  other  hand,  under  the  dairy 
export  incentive  program,  during  the  greatest  usage  of  the  program 
that  we  have  seen  since  it  was  authorized  back  in  1985,  exported 
2.6  bilUon  pounds  on  a  milk-equivalent  basis.  In  addition  to  that 
we  gave  away  about  another  0.04  bilUon  pounds  for  a  total  of  3  bil- 
lion pounds  or  roughly  one-tenth  of  what  the  EC  subsidized  last 
year. 

It  is  no  wonder  that  the  dairy  farmers  across  this  country  are 
very  concerned  about  what  is  going  to  happen  to  us  if  we  start  to 
ratchet  back  from  those  figures,  given  that  we  are  at  such  a  dis- 
advantage going  in.  The  dairy  farmers  of  this  country  now  pay  for 
slightly  over  50  percent  of  the  total  cost  of  the  dairy  price  support 
program. 

What  the  proposed  program  would  do  is  provide  the  dairy  indus- 
try a  little  more  control  over  that  program  and  give  us  something 
at  the  end  of  the  year  in  addition  to  the  canceled  checks  that  we 
receive  right  now  for  the  current  tax  on  our  production. 

Let  me  end  by  saying  what  our  outlook  is  and  what  this  bill 
would  do.  Our  own  projections  of  the  impact  of  the  milk  producers 
self-help  program  over  the  next  5  years  are  as  follows: 

On  a  yearly  average  basis  we  would  expect  that: 

One,  net  removals  will  average  6  billion  pounds  milk  equivalent, 
a  total  solids  basis  per  year,  of  which  5  billion  pounds  would  be 
handled  by  the  Commodity  Credit  Corporation,  as  it  is  now;  and  1 
billion  pounds  by  the  Dairy  Stabilization  Board; 

Two,  the  total  budget  of  the  Dairy  Stabilization  Board  necessary 
to  handle  the  disposition  of  its  1-billion-poimd  milk-equivalent  re- 
sponsibility would  be  $75  million  a  year,  which  is  equivalent  to  ap- 
proximately 5  cents  per  hiuidredweight  of  milk  marketed;  and 

Three,  total  deductions  from  order  pools  required  will,  therefore, 
average  15  cents  per  hundredweight  of  milk  marketed.  Milk  prices 
should  average  about  40  cents  per  hundredweight  higher  as  a  re- 
sult of  the  Dairy  Stabilization  Board's  active  intervention  to  sta- 
bilize milk  prices.  These  higher  milk  prices  will  add  about  $520 
million  more  to  dairy  farmers'  gross  income  each  year,  and  the  sav- 
ings to  the  Government  should  average  $65  million  each  year  for 
a  total  savings  of  $325  million. 

Mr.  Chairman,  the  dairy  farmers  are  convinced  that  the  self-help 
approach  is  the  correct  direction  for  our  industry. 

Once  again,  I  thank  you  and  the  ranking  minority  member  for 
introducing  H.R.  2664  and  for  giving  us  this  opportunity  to  express 
our  strong  support  on  the  milk  producers  self-help  program  before 
the  subcommittee.  We  will  be  happy  to  respond  to  questions.  Thank 
you. 

[The  prepared  statement  of  Mr.  Barr  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  VoLKMER.  Thank  you. 

Mr.  TiUison. 
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STATEMENT  OF  JAMES  E.  TILLISON,  EXECUTIVE  DIRECTOR 
AND  CHIEF  EXECUTIVE  OFFICER,  ALLIANCE  OF  WESTERN 
MILK  PRODUCERS 

Mr.  TILLISON.  Thank  you,  Mr.  Chairman.  We  appreciate  being 
given  this  opportunity  to  address  your  subcommittee  regarding  the 
National  Milk  Producers  Federation's  self-help  plan.  The  Alhance 
of  Western  Milk  Producers  represents  over  90  percent  of  the  dairy 
farmers  in  California,  producing  over  90  percent  of  the  milk. 

In  the  past,  the  dairy  industry  has  waited  to  develop  a  program 
until  it  finds  itself  in  the  midst  of  a  major  crisis.  This  has  resulted 
in  programs  in  the  past  that  were  usually  short  term  in  nature  and 
designed  only  to  address  the  immediate  problem.  We,  first  of  all, 
want  to  congratulate  the  National  Milk  Producers  Federation  for 
breaking  with  tradition  and  beginning  to  develop  a  major  dairy 
program  when  our  industry,  overall,  is  not  in  the  middle  of  a  major 

crisis. 

However,  it  is  because  we  are  not  in  the  midst  of  a  crisis  that 
the  Alliance  questions  the  need  to  push  this  proposal  through  on 
what  appears  to  be  an  emergency  basis. 

National  Milk's  proposal  is  a  major  departure  from  the  current 
dairy  program.  As  such,  it  needs  to  be  fully  reviewed  and  evaluated 
by  sQl  dairy  farmers.  Then  it  should  go  through  the  full  legislative 
process  rather  than  being  rushed  through  Congress  now. 

Dairy  farmers  in  California  produce  approximately  15  percent  of 
the  Nation's  milk,  and,  therefore,  have  been  and  will  be  paying  15 
percent  of  any  dairy  program's  cost.  Unfortunately,  they  were  not 
given  an  opportunity  to  become  directly  involved  in  the  develop- 
ment of  the  program  you  are  considering  today. 

Two  States,  Wisconsin  and  California,  dominate  milk  production 
in  this  country.  Each  State  can  have  a  major  impact  on  the  total 
amount  of  milk  produced  nationally  with  a  relatively  small  in- 
crease in  production.  Together  the  dair5nnen  in  these  two  States 
pay  nearly  one-third  of  the  assessments  being  collected  under  the 
current  program. 

However,  only  one  State,  Wisconsin,  was  involved  in  the  develop- 
ment of  the  national  milk  program  and  only  one,  Wisconsin,  gets 
the  level  of  representation  on  the  board  that  it  should,  given  the 
amount  of  milk  it  produces,  24  billion  pounds.  We  believe  this  situ- 
ation should  be  corrected. 

California  produces  22  billion  pounds  of  milk.  The  next  closest 
State  in  milk  production  is  about  12  billion  pounds.  This  is  not  a 
case  of  having  to  draw  the  line  somewhere.  Two  States  dominate 
milk  production  in  the  United  States  and  both  should  be  equally 
recognized. 

We  believe  a  complete  economic  analysis  and  feasibility  study  of 
the  major  provisions  of  this  new  program  should  be  completed. 
There  are  numerous  questions  that  need  to  be  fully  explored,  before 
the  industry  and  Congress  can  accurately  judge  this  program. 

First  of  all,  how  does  this  plan  prevent  surpluses  from  occurring? 
A  surplus  is  a  surplus  whether  it  is  sold  to  the  Commodity  Credit 
Corporation  or  exported.  The  cost  of  disposing  of  a  surplus  and  its 
negative  impact  on  the  producer  is  greater  aft;er  it  occurs.  A  review 
of  milk  prices  since  1988  shows  that  not  producing  excess  milk  in 
the  first  place  has  been  the  most  positive — has  had  the  most  posi- 
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tive  effect  on  producer  prices.  The  national  milk  plan  appears  to 
only  deal  with  surplus  removal,  not  surplus  prevention. 

Another  question:  Can  a  producer-operated  bureaucracy  be  any 
more  effective  than  the  USDA  is  in  dealing  with  dairy  surpluses? 

It  appears  that  all  the  actions  of  the  proposed  Dairy  Stabilization 
Board  need  USDA  approval.  Because  of  this,  will  the  new  board  be 
duplicating  USDA  activities  or  vice  versa?  Perhaps  the  board 
should  be  given  an  advisory  capacity  to  the  USDA  rather  than  cre- 
ating another  entire  bureaucracy. 

Is  it  realistic  to  expect  that  the  Dairy  Stabilization  Board  can 
take  over  Government  export  sales  programs  like  DEIP?  GSM  cred- 
it and  a  Government  commitment  to  expanding  export  sales  of 
dairy  products  through  DEIP  or  producer-funded,  DEIP-type  pro- 
grams is  critical.  We  believe  that  a  program  such  as  that  proposed 
by  the  NMPF  cannot  succeed  unless  the  Government  is,  and  will 
continue  to  be,  fully  committed  to  these  programs. 

Will  Government  forego  the  politics  of  exports  if  producers  as- 
sume a  major  share  of  such  program  costs?  For  several  months  the 
Alliance  has  been  involved  with  National  Milk  and  other  organiza- 
tions in  attempting  to  open  the  Pacific  Rim  to  the  DEIP  program. 
The  USDA  is  supportive  of  this,  but  its  proposal  has  run  up 
against  the  concerns  of  other  Government  Departments  that  are 
being  lobbied  heavily  by  our  competitors  from  other  countries.  We 
wonder  how  a  producer-funded  program  would  operate,  considering 
the  realities  of  international  politics. 

Does  the  proposed  program  address  the  real  dairy  surplus  pro- 
gram? A  review  of  CCC  purchases  and  DEIP  sales  shows  that  there 
is  a  small  milk  surplus,  but  a  large  milkfat  surplus,  and  yet  the 
proposed  program  continues  to  aim  at  reducing  national  milk  pro- 
duction. The  industry  needs  to  address  reducing  production  of 
milkfat.  Neither  the  national  milk  plan  nor  the  continued  adjust- 
ment in  the  value  of  milkfat  will  reduce  the  production  of  milkfat. 

What  is  the  purpose  of  the  excess  purchases  provision  of  their 
plan?  The  excess  purchases  provision  of  the  plan  is  unnecessarily 
complicated  and  we  believe  adds  little  to  the  overall  impact  of  the 
program.  As  USDA  testified,  it  is  also  a  bookkeeping  nightmare  for 
those  paying  producers  for  milk.  In  addition,  it  does  not  give  pro- 
ducers the  opportunity  to  plan  to  avoid  these  excessively  lugh  pen- 
alties for  excess  production. 

What  does  the  national  milk  program  offer  dairymen  that  the 
current  program  doesn't?  In  1992,  net  CCC  removals  of  surplus 

groduct  were  5.5  billion  pounds  milk  equivalent,  on  a  total  solids 
asis.  Milk  prices  averaged  about  $13.15  a  hundredweight  and 
milk  production  rose  just  1  percent.  So  far  in  1993,  the  CCC  again 
is  only  buying  butter,  milk  production  is  just  1  percent  ahead  of 
1992,  and  the  average  milk  price  is  within  1  percent  of  last  year's 
price.  These  facts  indicate  that  at  least  for  the  time  being,  the  cur- 
rent program  is  operating  relatively  effectively. 

Because  of  the  many  unanswered  questions  and  because  the  cur- 
rent program  seems  to  be  functioning  adequately,  the  Alliance  be- 
lieves that  fine-tuning  of  the  current  program  now  is  preferable  to 
quickly  adopting  a  new  program.  Toward  that  end,  we  recommend 
the  subcommittee  consider  the  following  for  adoption  as  part  of  the 
reconciliation  process: 
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First,  offer  producers  the  option  of  contracting  in  advance  not  to 
increase  milk  production,  and  in  this  way  not  pay  any  assessment 
at  all.  Two  programs  that  were  effective  in  reducing  milk  produc- 
tion were  the  1983  dairy  diversion  program  and  the  1985  buyout 
program;  both  had  advance  contracting  options  for  dairymen.  Con- 
tracting in  advance  not  to  have  to  pay  15  or  20  cents  from  your 
milk  check  would  be  a  real  incentive  for  some  producers  not  to  in- 
crease milk  production  in  the  first  place.  Contracting  in  advance 
would  also  allow  the  Secretary  of  Agriculture  to  more  accurately  es- 
timate milk  production  and  thus  the  possible  surplus; 

Second,  change  the  law  so  that  the  assessment  for  CCC  pur- 
chases in  excess  of  7  billion  pounds  is  also  refundable  to  producers 
who  don't  increase  production.  The  1990  farm  bill  and  budget  recol- 
lection process  does  not  allow  this  to  be  refunded.  The  Alliance 
feels  that  the  addition  of  this  refund,  just  as  National  Milk  feels, 
could  encourage  more  producers  not  to  increase  production; 

Third,  require  the  USDA  to  increase  the  use  of  dairy  foods  in 
market-oriented  nutrition  programs  like  WIC  and  the  school  lunch 
program  in  amounts  equal  to  what  the  dairy  assessments  paid  by 
milk  producers  are.  In  1993,  dairymen  will  pay  $220  million  in  as- 
sessments. Under  our  suggestion,  USDA  would  increase  coupons 
for  dairy  products  to  WIC  participants  and/or  moneys  allocated  to 
school  lunch  programs  for  the  purchase  of  dairy  products  by  this 
amount.  Such  a  program  would  move  an  additional  100  million 
pounds  of  cheese  or  100  million  gallons  of  milk  through  commercial 
channels  to  feed  hungry  children  and  also  give  dairymen  a  return 
on  their  assessments;  and 

Finally,  we  think  that  the  committee  needs  to  consider  curbing 
the  USDA's  ability  to  make  additional  butter/powder  price  adjust- 
ments. It  is  far  from  clear  that  there  is  any  real  impact  on  the  pro- 
duction of  butter,  or  the  sales  of  butter,  fi"om  just  continually  low- 
ering the  support  purchase  price  of  butter.  Butter  is  currently  at 
the  world  price,  while  the  nonfat  dry  milk  support  purchase  price 
has  increased  over  20  percent  in  the  last  18  months  and  is  nearly 
30  cents  above  the  world  price.  There  are  definite  signs  that  the 
domestic  sales  for  nonfat  dry  milk  are  being  affected  and  will  be 
affected  by  continual  increases. 

In  closing,  I  would  like  to  emphatically  state  our  willingness  to 
work  with  National  Milk  to  reach  consensus  on  a  self-help  program 
that  producers  across  the  country  can  support. 

Again,  Mr.  Chairman,  thank  you  for  your  allowing  us  to  partici- 
pate in  this  hearing.  And  I  will  be  available  for  questions. 

[The  prepared  statement  of  Mr.  Tillison  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  VOLKMER.  Thank  you. 

Ms.  Ozer. 

STATEMENT  OF  KATHY  OZER,  DIRECTOR,  NATIONAL  FAMILY 

FARM  COALITION 

Ms.  Ozer.  My  name  is  Kathy  Ozer.  I  am  pleased  to  represent  the 
position  of  the  dairy  farmer  members  of  the  National  Family  Farm 
Coalition.  Dairy  leaders  fi*om  our  organization  were  unable  to  be 
here  on  short  notice  and  many  are  trying  to  deal  with  droughts  and 
floods  and  other  farm  crises. 
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I  testify  here  today  in  opposition  to  H.R.  2664.  As  I  sat  here, 
also,  at  the  beginning  of  the  hearing,  similar  to  what  Mr.  Ban- 
said,  I  would  have  thought  that  what  was  being  debated  was  a 
comprehensive  long-term  dairy  policy,  given  the  kinds  of  argu- 
ments and  the  kinds  of  points  that  were  being  raised.  We  feel  that 
is  what  should  be  being  discussed. 

I  know  that  there  are  some  who  feel  that  politically  it  is  not 
going  to  work  at  this  time.  We  feel  that  in  terms  of  what  is  happen- 
ing in  the  countryside,  that  dairy  farmers  who  have  been  strug- 
gling to  survive  need  a  change  in  policy  that  really  reflects  some 
of  their  costs  of  production,  the  whole  way  the  system  operates, 
and  it  should  not  be  being  done  through  what  is  a  short-term  pol- 
icy. 

We  and  our  member  groups  around  the  country  have  concerns 
about  both  the  substance  of  what  is  in  H.R.  2664,  as  well  as  the 
timing  of  the  proposal.  We  are  strongly  opposed  to  its  being  part 
of  the  budget  reconciliation,  and  feel  that  it  should  be  a  subject  of 
long-term  discussion  and  debate,  not  simply  a  hearing  today  and 
reconciliation  this  week  and  sort  of  moving  through  the  process. 

Many  of  the  farmers  and  groups  around  the  country  participated 
in  responding  to  USDA's  caU  for  proposals  on  changes  in  dairy  pol- 
icy in  1991.  We  urge  the  Department  to  revisit  those  proposals 
from  the  Congressional  Budget  Office  and  others  to  recalculate 
some  of  those  estimates  and  to  really  take  a  new  look  at  what  some 
of  those  proposals  could  do  and  should  do  to  really  change  what  is 
going  on  for  farmers  in  rural  communities  across  the  country. 

One  point  that  I  know  has  been  raised  quite  a  bit  this  afternoon 
already  is  the  whole  issue  of  bloc  voting.  And  that  is  an  issue  of 
major  concern  to  our  member  organizations.  Today  in  Madison, 
Wisconsin,  there  has  been  a  court  hearing  underway  on  the  class 
action  lawsuit  against  the  co-op  bloc  voting  that  is  being  utilized 
by  the  Department  in  the  referendum  vote  on  the  National  Dairy 
Board  this  August.  We  feel  that  both  the  creation  of  the  program 
and  the  election  of  the  board  should  not  be  something  that  is  ac- 
complished by  bloc  voting,  but  there  should  be  a  broader  participa- 
tion of  farmers  in  the  development  of  the  policy  and  its  implemen- 
tation. 

We  are  particularly  concerned — £ind  it  is  an  issue  that  is  at  the 
core  of  what  we  have  always  supported — about  efforts  to  truly  in- 
crease dairy  farm  and  net  farm  income.  The  response  by  USDA  of 
not  being  able  to  show  any  guarantee  or  projections  on  increases 
in  farm  income  is  the  same  type  of  question  that  we  feel  needs  to 
be  on  the  table,  and  we  need  to  look  at  who  wins  and  who  loses 
from  this  kind  of  policy. 

As  in  the  past,  we  strongly  support  an  effective  two-tier  supply 
management  program  with  that  first  tier  set  at  a  level  that  reflects 
cost  of  production,  which  based  on  USDA  numbers  is  around  $15 
for  1990.  In  addition,  a  farmer  should  be  getting  some  reasonable 
return  on  their  investment.  We  feel  that  is  the  kind  of  policy  that 
should  be  being  discussed,  and  despite  the  reaction  to  this  proposal 
as  a  two-tier  program,  the  reality  is  that  we  don't  feel  that  is  what 
it  will  accomplish. 

We  too  don't  want  a  2  to  3  percent  surplus  in  the  milk  production 
to  drive  the  rest  of  the  market  down.  And  that  is  a  concern  both 
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in  terms  of  domestic  production  and  how  this  new  export  promotion 
or — export  would  in  fact  operate  in  terms  of  dumping  excess  prod- 
uct on  the  international  markets,  which  could  have  other  ramifica- 
tions as  well. 

So,  the  issue  that  was  also  brought  up  in  terms  of  BGH  is  that 
we  strongly  support  the  15-month  moratorium  that  was  included  in 
the  Senate  budget  bill  and  the  discussion  about  what  are  produc- 
tions for  super-assessments  and  different  purchases.  We  would  con- 
tend that  keeps  BGH  off  the  market  for  the  next  year,  enabling 
this  committee  and  others  to  participate  in  developing  a  sensible 
policy,  and  does  not  create  a  situation  that  farmers,  whether  they 
use  BGH  or  not,  are  going  to  be  paying  that  super-assessment  if 
and  when  it  kicks  in  down  the  road. 

I  have  listed  some  different  questions  and  concerns.  Some  of 
them  have  come  up  already  in  the  testimony.  I  think  at  the  core 
of  it  is  the  complicated  process  of  the  different  tiers,  but  really,  the 
bottom  line,  whether  it  is  transparent  or  whether  it  comes  out  of 
the  milk  check,  is  what  kind  of  assessment  is  the  farmer  paying? 
What  kind  of  price  are  we  going  to  be  receiving  for  the  milk  that 
they  are  producing  and  how  does  it  really  contribute  to  the  ability 
of  farmers  to  stay  on  their  farms? 

Last  month,  a  month  ago  today,  many  of  us  were  in  York,  Penn- 
sylvania, at  the  dairy  summit.  There  were  serious  concerns  and 
really  a  crisis  call  from  many  family  farms  across  the  country.  For 
many  of  those  same  farmers,  they  are  dealing  with  a  widespread 
disaster.  And  I  know  in  Missouri  a  lot  of  farms  are  underwater. 
And  there  is  a  concern  about  the  inability  of  farmers  to  be  able  to 
reflect  any  of  those  increased  costs  when  they  sell  their  milk  at  the 
farmgate. 

I  think  those  issues  need  to  be  addressed,  not  just  in  budget  rec- 
onciliation, but  in  the  next  few  months;  and  we  look  forward  to 
working  you  with  and  your  committee  in  forging  some  sensible  pol- 
icy down  the  road. 

[The  prepared  statement  of  Ms.  Ozer  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  VOLKMER.  Thank  you  very  much. 

The  gentleman  from  Florida. 

Mr.  Lewis.  No  questions. 

Mr.  VoLKMER.  The  gentleman  from  Minnesota. 

Mr.  Peterson.  Mr.  Chairman,  I  apologize  for  missing  some  of 
this  testimony. 

But  Ms.  Ozer,  you  are  somewhat  familiar  with  your  folks'  posi- 
tion on  this.  If  we  can  eliminate  bloc  voting  and  make  sure  that 
this  board  is  controlled  by  producers,  do  you  think  that  would 
change  the  position  of  your  organization  as  it  relates  to  this? 

Ms.  Ozer.  I  think  the  concern  about  bloc  voting  is  one  issue.  The 
bigger  issue  is  how  does  this  policy,  even  though  it  is  framed  as 
a  short-term  policy,  really  limit  the  ability  of  a  longer-term  policy 
getting  enacted  and  really  getting  put  into  place  over  the  next  cou- 
ple of  years? 

Mr.  Peterson.  That  is  a  good  question.  I  guess  it  is  hard  for  me 
to  understand  how  this  does  limit  it. 
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How  does  this  move  us  away  from  the  goal  that  you  want  to 
achieve?  It  seems  that  it  moves  us  in  that  direction,  so  it  is  hard 
for  me  to  understand  that  position. 

Ms.  OzER.  I  think  part  of  the  concern  is  that  it  appears  to  really 
stabilize  the  price,  when  it  is  the  $10.10  to  $11.60  range,  and  then 
kicking  in  these  additional  tiers;  and  it  does  not  necessarily  have 
any  real  sense  of  movement  upward  in  either  the  sense  of  the 
mechanisms  that  would  increase  dairy  farm  income 

Mr.  Peterson.  But,  we  are  going  to  have  a  16.5-cent  assessment, 
from  what  I  understand,  no  matter  what  we  do.  That  is  going  to 
be  wasted — ^well,  in  terms  of  the  dairy  industry,  anyway.  It  is  going 
to  be  used  to  reduce  the  deficit. 

If  this  program  works,  it  will  improve  prices  a  little  bit  and  we 
will  be  a  little  better  off  than  we  are.  If  it  doesn't  work,  we  will 
be  back  here  looking  at  something  else.  In  this  program  is  some 
element  of  supply  management,  which  some  of  us  have  wanted. 
Not  what  a  lot  of  people  want,  but  I  mean  it  moves  us  in  that  di- 
rection. 

I  have  a  hard  time  seeing  what  is  in  this  that  moves  us  in  the 
wrong  direction  toward  the  goal  that  a  lot  of  people  want  to 
achieve.  And  if  it  doesn't  work,  I  think  we  clearly  will  be  back  here 
at  some  point  considering  some  other  type  of  legislation. 

But  I  mean,  to  be  honest  with  you,  I  bet  there  aren't  five  votes 
on  the  committee  for  two-tier  supply  management  right  now.  And 
that  is  just  the  reality  of  where  we  are. 

Ms.  OZER.  I  think  one  question,  though,  is  really  whether  it  is 
a  20-cent  assessment  or  whether  it  could  be  significantly  higher.  I 
think  both  the  way  it  triggers  in  and  the  levels,  it  is  not  capped 
at  20  cents  in  my  reading  of  the  proposal. 

Mr.  Peterson.  But  that  is  the  supply  management  portion  of 
this  bill,  if  I  understand  it.  And  that  is  exactly  how  it  is  supposed 
to  work.  Those  people  that  are  causing  this  excess  production  are 
going  to  be  penalized  heavily  if  we  get  into  this  situation,  if  they 
increase  production.  Is  that  how  it  works? 

That  is  how  supply  management  is  supposed  to  work. 

If  you  have  two-tier,  it  is  going  to  be  the  same  kind  of  situation. 
It  may  look  a  little  different,  but  it  is  going  to  operate  basically  the 
same  way. 

Ms.  OzER.  But  we  strongly  support  a  second- tier  assessment  in 
the  kinds  of  proposals  that — ^we  support  it,  but  we  support  it  with 
the  first  tier  being  significantly  higher.  That  is  one  of  the  concerns. 

The  other  concern  is  that  the  way  the  different  proposals  kick  in 
and  kick  out,  it  seems  like  it  would  create  some  real  problems  in 
farmers'  plsinning  and  making  some  decisions  in  terms  of  what 
production 

Mr.  Peterson.  If  I  could  design  this,  I  would  probably  design  it 
differently,  too.  But  you  can  see  how  much  unity  we  have  already 
after  they  have  done  a  lot  of  work  on  this. 

I  mean,  the  reality  of  all  of  this  is  that  if  we  are  ever  going  to 
get  any  unity,  we  are  going  to  have  to  start  some  place  where  we 
can  all  agree.  I  thought  we  were  maybe  close  to  some  point,  but 
I  am  not  so  sure  after  what  I  hear  from  some  of  my  colleagues.  We 
have  a  bunch  of  work  to  do,  so,  I  don't  want  to  belabor  it. 


39 

Mr.  Tillison,  I  was  reading  the  end  of  your  remarks  here.  And 
I  think  you  have  some  good  suggestions.  Did  you  make  these  sug- 
gestions to  National  Milk  while  they  were  going  through  this  de- 
bate? 

Mr.  Tillison.  We  were  not  given  that  opportunity. 

Mr.  Peterson.  Is  that  true,  Mr.  Barr? 

Mr.  Barr.  I  would  disagree  with  Mr.  Tillison  on  that.  We  had  a 
large  session  some  years  ago  when  we  were  very  much  in  the  em- 
bryonic stages  of  our  proposal,  and  we  invited  them  in  at  that  time. 
Then,  on  June  7,  we  had  a  meeting  in  my  office,  Mr.  Tillison  and 
his  chairman,  the  general  manager  of  Western  United  Dairymen, 
Jay  Gould,  and  his  chairman  were  both  in. 

We  went  through  the  program  at  that  point  in  time  in  great  de- 
tail with  them. 

Mr.  Peterson.  Were  these  specific  items  brought  up  to  you? 

Mr.  Barr.  They  were  not.  We  certainly  would  have  no  problem 
with  advanced  contracting.  We  have  in  our  bill,  refundability  over 
7  billion  pounds.  We  would  certainly  agree  with  Mr.  Tillison  that 
some  way  of  increasing  the  amount  of  dairy  products  going  into 
WIC  and  earmarking  some  of  the  current  assessment  for  that  pur- 
pose— we  would  higWy  support  that.  Our  policy  is  and  has  been  for 
5  or  6  years,  that  we  make  no  further  changes  in  the  tilt  between 
butter  and  powder. 

And  we  agree,  Mr.  Tillison,  that  this  last  change  is  putting  us 
dangerously  close  to  a  situation  where  we  may  be  getting  close  to 
pricing  ourselves  out  of  that  market. 

So  each  of  the  recommendations  that  he  made,  I  would  say  that 
National  Milk  would  agree  with. 

Mr.  Peterson.  Then  why  aren't  they  in  the  bill? 

Mr.  Tillison.  I  think  one  of  the  reasons  is  that  National  Milk 
did  not  have  the  bill  totally  fleshed  out  until  just  prior  to  our  meet- 
ing on  June  7.  I  did  not  have  a  board  of  directors  meeting  after 
which  I  could  go  to  Jim  and  say,  here  is  the  situation. 

Mr.  Barr.  But  since  we  are  here  building  consensus,  I  want  to 
say  to  you  that  we  would  embrace  their  recommendations. 

Mr.  Tillison.  And  we  will  work  with  National  Milk  for  a  self- 
help  program  that  will  work. 

Mr.  Peterson.  I  recognize  that,  and  I  appreciate  your  sugges- 
tions. I  think  they  are  good  ones. 

I  look  forward  to  working — if  the  chairman  will  give  me  some 
more  time.  I  am  out  of  time. 

Ms.  OzER.  There  are  many  dairy  farmers  who  have  been  working 
with  our  organization  who  like  pieces  of  this  proposal,  see  that 
there  are  some  areas  that  there  could  be  some  changes,  but  at  the 
same  time,  have  felt  the  sense  that  it  is  being  approved  by  all  dairy 
producers.  So  that  it  has  this  national  support  is  not  necessarily  re- 
flective of  a  lot  of  their  individual  input  themselves.  And  that 
doesn't  mean  that  there  isn't  some  way  to  look  at  this  and  be  very 
clear  that  it  is  a  short-term  policy.  But  it  certainly  is  not  a  long- 
term  solution  to  what  a  lot  of  the  problems  in  fact  are  around  the 
country. 

Mr.  Peterson.  Well,  that  may  or  may  not  be  the  case.  I  guess 
the  way  I  look  at  this,  if  we  put  this  into  effect,  we  are  not  going 
to  be  any  worse  off  than  we  are.  And  if  it  works  and  stabilizes 
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prices  and  keeps  us  away  from  these  $10.10  prices  in  the  Midwest, 
we  are  going  to  be  a  lot  better  off,  so  I  have  a  hard  time  seeing 
the  downside. 

I  think  the  bloc  voting  is  a  big  problem  politically.  I  have  made 
that  clear,  I  think. 

Mr.  Barr.  Could  I  make  one  comment,  Mr.  Chairman  and  Mr. 
Peterson?  I  think  we  are  overlooking  one  thing.  We  have  been  be- 
fore this  committee  many  times  in  the  past  few  years  seeking  an 
increase  in  the  support  price.  Just  2  years  ago  we  started  out  seek- 
ing an  increase  at  $12.60  and  then  we  moved  to  $11.60  and  then 
we  moved  to  $11.10  and  we  ended  up  right  where  we  started  off 
at  $10.10  because  we  kept  running  into  the  same  problem  with 
how  the  CBO  scored  those  particular  events.  And  we  are  ham- 
strung by  that  process. 

We  have  come  back  in  response  to  this  committee's  almost  de- 
mand with  a  program  that  is  market  oriented.  This  program  is 
market  oriented,  and  if  you  take  a  look  at  the  graph  that  is  in  our 
testimony,  you  can  clearly  see  that  if  you  can  limit  CCC  removals, 
you  can  get  market  strength.  If  you  don't,  you  don't  get  market 
strength. 

You  can  take  a  look  in  1989,  CCC  removals  were  about  4  billion 
pounds.  The  average  price  that  year  was  slightly  more  than  $13.50. 
You  take  a  look  at  1990,  CCC  removals  were  4.5  billion  pounds  and 
we  had  the  highest  milk  prices  we  have  ever  had,  $13.75. 

Conversely,  if  you  take  a  look  at  1988  and  1981  where  CCC  re- 
movals were  averaging  between  6.5  and  7  billion  pounds,  you  were 
barely  above  the  support  price,  and  the  all-milk  price  or  the  aver- 
age milk  price  was  somewhere  down  in  the  $12-range. 

Clearly,  if  you  can't  get  an  increase  in  the  support  price — and  I 
would  suggest  that  we  have  gone  down  that  road  so  many  times 
that  I  have  almost  come  to  admit,  myself,  that  I  think  that  is  an 
impossibility — this  is  the  next  best  way  to  get  there. 

Mr.  Peterson.  Thank  you,  all  of  the  witnesses.  I  think  you  pro- 
vided some  good  input  and  we  appreciate  your  being  with  us. 

Thank  you,  Mr.  Chairman. 

Mr.  VoLKMER.  The  gentleman  from  Wisconsin. 

Mr.  GuNDERSON.  Thank  you,  Mr.  Chairman.  I  read  all  your  testi- 
mony while  I  was  sitting  over  on  the  House  floor  trying  to  partici- 
pate in  the  other  debate,  so  I  am  aware  of  what  has  been  said  here. 

I  regret,  Jim,  that  I  wasn't  here  to  hear  you  say  that  Wisconsin 
won  one  over  California  in  the  membership  on  the  board. 

Mr.  Barr.  I  would  have  to  admit  with  Mr.  Tillison  he  did  not 
have  a  vote  on  that  issue. 

Mr.  GUNDERSON.  Let's  keep  it  that  way,  Jim. 

Just  kidding,  although  I  didn't  think  it  was  going  to  be  a  Wiscon- 
sin-California fight. 

Mr.  DOOLEY.  We  can  always  make  it  that. 

Mr.  GUNDERSON.  Will  you  expound  a  little  about  your  perspective 
on  the  butter-powder  issue?  We  are  struggling  with  that.  USDA  is 
struggling  with  that.  Obviously,  from  an  economic  perspective, 
there  are  those  who  want  to  continue  to  take  those  steps  necessary 
to  get  that  butter  price  down  to  the  world  price. 

You  heard  Mr.  Weber.  He  said  part  of  our  problem  is  not  that 
we  make  purchases,  but  that  we  purchase  things  we  can't  use. 
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You  both  have  indicated  that  you  don't  like  the  butter-powder  di- 
rection. I  am  not  sure  we  have  a  choice. 

Mr.  Barr.  Go  ahead,  Jim. 

Mr.  TILLISON.  Steve,  I  don't  beUeve  that  the  National  Milk  pro- 
gram addresses  it.  I  don't  believe  that  just  continually  dropping  the 
value  of  butterfat  and  raising  the  value  of  nonfat  dry  milk — be- 
cause that  is  what  you  have  to  do  under  the  support  program — is 
going  to  solve  the  butterfat  problem. 

We  have  a  country  that  does  not  want  butterfat.  So  what  we 
need  to  do  is  look  at  and  take  the  time  to  look  at  developing  some 
new  things. 

For  example,  California  is  the  only  State  in  the  country  that  pays 
on  a  component  basis.  When  the  current  powder  tilt  was  made  be- 
cause of  the  level  powder  prices  were  at,  California  dairymen  took 
a  46  cent  a  hundredweight  hit  by  lowering  that  value  of  butterfat. 
Component  pricing  is  not  part  of  the  Federal  pricing  system.  As  a 
result,  dairymen  in  the  rest  of  the  country  took  a  3-cent  hit. 

Forty-six  cents  has  dairymen  in  California  looking  at  butterfat 
production.  But  3  cents  doesn't. 

Mr.  GUNDERSON.  Don't  sell  butter. 

Mr.  TILLISON.  But  we  can't  provide  you  with  the  nonfat  dry  milk 
to  standardize  your  milk  in  Wisconsin  to  make  cheese  out  of  it  and 
not  produce  butterfat,  too. 

Mr.  Bark.  Mr.  Gunderson,  I  would  agree  that  there  is  nothing 
in  the  bill  that  addresses  that  problem  per  se.  We  are  not  so  much 
concerned  about  the  downward  direction  in  the  price  of  butterfat, 
although  that  does  create  a  real  price  cut  to  dairy  farmers,  but  it 
is  more  the  other  side  of  that  equation,  and  that  is  every  time  you 
drop  the  butterfat  price  under  the  price  support  program,  you  have 
to  raise  the  price  of  the  solids  nonfat — or  the  nonfat  solids. 

We  are  concerned  that  we  are  getting  that  price  at  the  present 
time  high  enough  that  we  could  begin  to  make  ourselves  non- 
competitive in  that  market.  I  think  the  current  support  price  is 
what,  $1.03  for  nonfat,  and  the  market  price  is  right  around  $1.05. 
So  we  are  getting  close  to  a  point  where  we  could  be  getting  that 
price  too  high. 

On  component  pricing,  the  1990  farm  bill  authorized  component 
pricing  in  every  Federal  order.  There  are  a  number  of  component 
pricing  proposals  currently  languishing  in  USDA  because  of  the 
process  to  get  those  things  moved  through  the  pipeline  and  out. 
Once  those  come  through  and  get  approved  by  USDA,  then  in  every 
Federal  order,  they  can  price  on  butterfat,  have  a  butterfat  dif- 
ferential, a  protein  differential,  a  solids  nonfat  differential.  Maybe 
that  kind  of  pricing  under  the  Federal  order  program  will  get  at 
the  problem  that  Mr.  Tillison  is  talking  about. 

But  to  strictly  do  it  under  the  price  support  program,  we  may 
have  reached  the  end  of  our  luxury  in  doing  that.  That  is  the  point 
that  I  am  making. 

Mr.  Tillison.  Mr.  Gunderson,  that  is  the  point  that  I  am  mak- 
ing. 

Mr.  Gunderson.  Let  me  go  on  to  the  targeted  excess  purchases 
reduction  issue.  This  gets  into  the  modernization  and  the  concern 
that  we  have.  If  we  have  7  billion  pounds  and  the  price  goes  down 
to  within  50  cents  of  support,  we  have  a  situation  where  we  are 
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going  to  only  raise  the  revenue  from  those  people  who  increased 
production  but  only  on  25  percent  of  their  total  production,  correct? 

Mr.  Barr.  That  is  correct. 

Mr.  GuNDERSON.  How  do  you  differentiate  between  a  new  pro- 
ducer, a  producer  that  is  increasing  production  sufficient  to  mod- 
ernize the  facility,  and  a  producer  who  is  significantly  expanding 
production? 

I  can  put  a  table  together  for  you — very  frankly,  it  is  really  bi- 
ased toward  the  big  guy,  let's  say  Texas,  for  example.  I  have  a  40- 
cow  farmer  in  Wisconsin  who  increases  production  by  12  cows  to 
finance  the  modernization  of  the  bam,  or  the  son  is  coming  in  to 
take  over  and  he  wants  to  do  it  at  the  40-cow  level.  He  is  going 
to  get  a  tax  on  10  of  those  12  cows'  production. 

But  on  the  other  hand,  if  I  have  1,000  cows  in  Texas  and  I  dou- 
ble my  production  by  another  1,000,  he  only  gets  taxed  on  500. 
That  is  a  disincentive  for  the  little  guy  modernizing  his  facility. 
And  I  don't  think  anybody  has  intended  it  in  this  bill. 

Mr.  Barr.  It  is  certainly  not  the  intent.  And  let  me  say  one  thing 
about  that  particular  targeted  assessment.  It  would  be  our  expecta- 
tion and  in  fact  our  calculations  that  we  don't  expect  to  get  there. 
We  think  that  if  the  board  is  in  there  functioning  properly,  that  we 
won't  get  into  a  7-billion-pound  surplus  figure,  thereby  preventing 
getting  into  that  situation. 

But  assume  that  we  are.  The  whole  purpose,  as  Mr.  Peterson 
said,  in  an  incentive  penalty-type  of  plan — and  this  feature  is  an 
incentive  penalty-type  plan — is  to  put  a  penalty  in  effect  if  you  are 
clearly  in  an  oversurplus  situation;  to  get  out  of  it  as  quickly  as  you 
can.  One  way  to  get  out  of  it  would  be  to  set  up  a  two-tier  plan 
as  suggested  by  Ms.  Ozer.  I  don't  believe  that  is  doable. 

Or  another  way  would  be  to  make  the  penalty  on  those  that  are 
producing  severe  enough  that  you  would  cut  production  back  and 
you  would  cut  it  back  very  quickly.  In  terms  of  the  way  it  would 
work,  it  would  work  on  25  percent  of  the  surplus  production  of  all 
producers,  no  matter  how  large  they  are. 

Mr.  GUNDERSON.  Why  woiddn't  you  rather  do  it  on  all  new  pro- 
duction? Why  limit  it  to  25  percent  of  total  production? 

Mr.  Barr.  One  of  the  reasons  was  to  not  overly  penalize  those 
producers  who  are  expanding  at  a  time  when  this  made  a  lot  of 
sense.  They  are  in  your  part  of  the  country  and  they  see  perhaps 
a  need  to  increase  the  size  of  their  herds  so  that  they  can  cash  flow 
the  operation  more  effectively  than  they  do  right  now. 

Say  they  double  the  herd,  simply  because  they  made  a  sound 
business  decision  that  if  we  are  going  to  be  a  viable  herd  we  have 
to  be  milking  100  cows  as  opposed  to  50  cows.  And  then,  for  some 
reason,  we  come  into  a  situation  where  the  over  7  billion  pounds 
and  the  targeted  assessment  come  into  effect.  Rather  than  penalize 
them  on  all  of  that  milk,  given  the  same  kind  of  a  situation  we 
would  do  a  new  producer  and  penalize  them  on  25  percent  and  only 
on  the  surplus  production.  That  is  the  reason  for  it. 

Mr.  GUNDERSON.  In  the  interest  of  the  vote,  we  will  pursue  this 
later.  But  thank  you. 

Mr.  Barr.  And  I  think  I  may  have  a  better  answer  for  you  when 
you  come  back. 

Mr.  VOLKMER.  Do  you  have  any  questions? 
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Mr.  DOOLEY.  Yes,  I  have  a  list  of  the  questions. 

Mr.  VOLKMER.  Go  with  a  few  and  we  will  come  back. 

Mr.  DoOLEY.  On  clarification  of  that  last  point,  it  is  not  25  per- 
cent of  the  increase;  it  is  25  percent  of  the  total  production? 

Mr.  Barr.  That  is  right,  only  on  25  percent  and  then  on  the  sur- 
plus of  that  25  percent. 

Mr.  VoLKMER.  Say  that  again. 

Mr.  Barr.  It  is  on  25  percent — assume  you  were  producing 
100,000  pounds  a  year,  it  would  be  only  on  the  surplus  of  25,000 
of  those  pounds,  the  surplus  from  the  previous  years  base. 

One  of  the  things  we  would  hope  to  do  is  make  the  law  a  little 
more  flexible  than  it  is  right  now  to  give  the  board  and  the  Sec- 
retary of  Agriculture  the  right  not  to  be  punitive  if  you  produce  1 
pound  above  last  year — give  them  a  little  flexibility  in  that  whole 
process. 

Mr.  DoOLEY.  Getting  back  to  the  issue  on  new  producers — and  I 
am  concerned  about  that — even  a  new  producer  coming  in  at  75 
percent,  they  are  going  to  be  at  a  significant  competitive  disadvan- 
tage. What  constitutes  a  new  producer? 

Mr.  Barr.  One  who  does  not  have  a  previous  year's  history.  If 
you  have  a  previous  year's  history,  then  if  you  were  cutting  back, 
you  would  cut  back  on  the  base  of  that  previous  year.  If  you 
weren't  producing  last  year,  you  have  no  history.  So  you  assume  at 
that  point  in  time  the  75  percent  of  the  production 

Mr.  DoOLEY.  Yes,  but  what  happens  though  if  you  have  a  busi- 
ness entity,  a  dairy  that  is  set  up  as  a  corporation,  subchapter  S 
corporation  that  has  a  history,  that  sells  that  corporation?  Does 
that  carry  through  the  base? 

Mr.  Barr.  That  is  a  legal  question.  I  would  think  it  would.  I  am 
sure  that  this  circumstance  has  existed  before  during  the  diversion, 
during  the  whole  herd,  during  other  supply  management  programs 
that  have  been  in  effect.  And  I  am  sure  that  USDA  would  handle 
it  in  the  same  manner  that  they  handled  those.  I  am  not  exactly 
sure  that  I  know  the  answer  to  that  question,  but  I  will  certainly 
try  to  get  it  to  your  office. 

Mr.  DooLEY.  So  if  you  had  a  family  operation  where  the  father 
was  selling  out  to  their  son  or  daughter,  would  that  be  a  new  en- 
tity? 

Mr.  Barr.  That  would  depend  upon  the  regulation;  and  again  let 
me  say,  it  would  probably  be  handled  the  way  it  was  during  the 
diversion  period  and  during  the  whole-herd  buyout.  I  would  assume 
that  if  a  family  business  passed  on  to  other  members  of  the  family 
that  would  be  a  continuation  of  the  same  business,  and  whatever 
the  base  was  for  the  previous  year  would  be  the  same  in  either  cir- 
cumstance. 

Mr.  DoOLEY.  So  it  would  be  possible  in  this  circumstance,  if  you 
had  some  dairy  farms  in  Wisconsin  and  they  were  interested  in 
selling  out,  they  could  form  as  a  corporation  and  sell  out  to  dairy 
farms  in  Florida  or  Texas  and  that  would  allow  transferability? 

Mr.  Barr.  No,  sir,  because  the  base  is  your  previous  year's  pro- 
duction. 

Mr.  DoOLEY.  But  does  the  base  go  to  the  entity?  How  are  you 
going  to  regulate  that? 
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Mr.  Barr.  It  is  the  same  way  as  it  is  under  current  law  with  an 
$0.1125  assessment  assessed  on  all  producers.  If,  for  whatever  rea- 
son, your  production  this  year  was  no  greater  than  it  was  last  year, 
then  you  get  a  refund  on  that  assessment.  We  would  apply  the 
same  theory  to  the  existing  assessment  and  to  the  stabilization  as- 
sessment. 

So  we  would  handle  it  exactly  the  way  it  is  being  handled  right 
now  under  current  law.  And  there  is  no  transferability  of  base  in 
this  circumstance  under  any  way,  shape,  or  form. 

Mr.  DOOLEY.  I  guess  my  concern  is  more  focused  around  the  new 
starts  and  how  are  you  going  to  define  the  entities  in  order  to  make 
this  system  work.  What  you  are  trjdng  to  do  is  maintain  a  level  of 
supply  management  there. 

Mr.  Bare.  Just  in  that  short  period  of  time  when  you  are  in  that 
situation  where  you  are  above  7  billion  pounds  and  you  are  be- 
tween 50  cents  and  a  $1.50  of  the  average  manufacturing  price. 
That  is  the  only  time  you  are  going  to  be  there  with  an  assessment 
of  that  level  in  effect.  It  should  be  a  relatively  short  period  of  time. 

Theoretically,  that  would  not  be  the  right  time  to  come  into  milk 
production,  and  that  is  true  of  any  kind  of  incentive  penalty  pro- 
gram. You  are  tr3dng  to  cut  production  at  that  point  in  time.  You 
can't  preclude  new  entries,  but  again  it  is  not  economically  a  good 
time  to  come  in.  We  would  admit  to  that. 

Mr.  VOLKMER.  We  have  to  recess.  We  have  to  go  vote,  and  we 
will  be  back. 

[Recess  taken.] 

Mr.  VOLKMER.  The  subcommittee  will  come  to  order.  The  gen- 
tleman from  California. 

Mr.  DoOLEY.  I  have  a  question  of  Mr.  Barr.  Why  was  the  decision 
made  to  make  the  assessment  of  the  pools  rather  than  the  individ- 
uals? 

Mr.  Barr.  Quite  frankly,  the  main  reason  for  that  is  the  dairy 
farmers  are  facing  so  many  assessments;  you  have  your  15-cent 
checkoff  for  the  promotion  program,  you  are  $0.1125  cents  for  the 
budget  reconciliation  assessment,  and  now  we  are  talking  about  a 
third  assessment  for  stabilization;  the  possibility  of  a  fourth  assess- 
ment in  current  law  for  over  7  billion  pounds  of  CCC  removals,  and 
then  the  penalty  assessment. 

We  felt  that  the  one  thing  we  could  do  to  make  it  very  appsirent 
to  dairy  farmers  that  the  red  flag  was  up  that  when  you  got  into 
that  over  the  7-billion-pound  range  and  that  over  7-billion-pound 
assessment  went  into  effect,  it  was  our  thought  that  if  we  make 
other  assessments  other  than  the  checkoff  assessments  part  of  a 
deductibility  from  the  pool,  that  when  that  assessment  starts  to 
show  on  that  producer's  check,  it  is  clear  at  that  point  in  time  that 
we  are  getting  into  a  danger  zone  and  it  is  time  to  start  to  regulate 
production  a  bit  and  cut  back. 

That  was  the  main  reason  for  it. 

Mr.  DoOLEY.  On  the  producer  board,  that  would  have  the  respon- 
sibility to  dispose  of  the  surplus  production.  How  are  they  going  to, 
just  from  an  implementation,  practical  standpoint,  how  do  you  en- 
vision them — say  in  California  where  we  have  six  major  co-ops, 
what  production  is  actually  surplus,  how  are  they  going  to  nego- 
tiate and  with  whom? 
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Mr.  Barr.  Right  now  if  you  were  intervening  in  markets  today 
because  of  our  production  mix,  and  because  of  what  is  negotiable 
currency  in  the  international  markets  you  would  probably  be  inter- 
vening to  stop  nonfat  dry  milk,  milk  powder  from  going  to  the 
CCC.  In  this  country,  we  have  a  residual  surplus  of  about  300  mil- 
lion pounds  of  powder. 

We  produce  about  1  billion  pounds,  we  have  a  market  for  slightly 
more  than  600,000  pounds  and  we  need  to  find  a  home  for  300  mil- 
lion pounds.  Last  year  that  300  million  pounds  moved  to  inter- 
national markets  under  the  dairy  export  incentive  program.  If  the 
program  were  operating  today,  the  board  would  interven,  buy  pow- 
der on  a  bid  basis  probably  from  your  cooperatives  in  California. 

Since  about  two-thirds  of  the  powder  that  we  make  in  this  coun- 
try is  made  in  either  California  or  Washington  State,  the  board 
would  work  with  them,  on  a  bid  basis,  to  buy  the  powder.  The 
board  would  then  contract  with  existing  broker  organizations  that 
are  currently  there  and  are  familiar  with  the  international  market- 
place, contract  with  them  to  sell  the  product  into  the  international 
market. 

The  board  would  be  responsible  for  the  deficiency  payment  be- 
tween the  world  price  and  the  domestic  price  of  the  powder.  That 
is  what  the  funds  would  be  used  for  and  that  is  the  way  it  would 
function. 

Our  hope  would  be  that  we  would  not  build  another  bureaucracy 
as  the  USDA  witnesses  stated,  because  the  administrative  costs 
would  be  limited  to  no  more  than  5  percent  or  $2  million,  which- 
ever is  lower. 

It  is  clear  the  intent  of  the  board  is  to  buy  the  product  and  then 
to  contract  with  existing  exporters  of  diary  products  for  the  actual 
sale. 

Mr.  DOOLEY.  Mr.  Tillison,  would  you  want  to  comment  on  this 
issue? 

Mr.  Tillison.  I  think  that  essentially  what  this  appears  to  do  is 
put  another  level  into  the  situation.  Right  now  when  a  DEIP  allo- 
cation is  made,  a  broker  gets  that  allocation  and  goes  to  the  indus- 
try and  gets  bids  and  the  individual  co-op  provides  them  with  the 
powder  at  the  going  market  price.  So  you  basically  have  a  situation 
here  where  you  are  adding  another  step. 

I  think  the  hope  would  be  that  if  this  other  step  is  added,  that 
it  would  be  a  lot  more  responsive  than  what  currently  exists. 

Mr.  Bare.  We  would  agree  with  that.  The  dairy  export  incentive 
program  works  well  and  I  am  not  critical  of  the  Department  of  Ag- 
riculture for  the  administration  or  management  of  that  program. 
Last  year,  75  percent  of  the  product  that  moved  under  the  dairy 
export  incentive  program  went  to  Mexico  and  Algeria.  That  was 
true  last  year;  that  is  going  to  be  true  again  this  year. 

We  need  people  that  are  interested  in  building  markets  in  other 
areas  that  are  not  being  covered  now.  The  Pacific  Rim  is  a  classic 
example.  While  we  would  still  be  subjected  to  treaties  and  so  forth, 
we  think  our  argument  would  be  a  lot  stronger  if  it  were  clearly 
dairy  farmer  money  that  we  were  pajdng  for  those  export  subsidies 
and  not  taxpayer  dollars. 

Mr.  DoOLEY.  On  this  whole  issue,  Mr.  Tillison,  you  brought  up 
about  the  component  pricing  and  the  issue  of  what  we  really  are 
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in  surplus  of  is  butterfat  or  milk  fat  and  yet  we  are  not  in  this  pro- 
gram, or  in  an  existing  program,  designing  a  system  which  pro- 
vides a  disincentive  for  the  producer  to  produce  butterfat.  Clearly 
we  have  demonstrated  the  ability  through  genetics  and  feeding 
practices  to  have  a  significant  impact  on  the  content. 

Why  aren't  we  looking,  do  you  have  any  ideas  or  what  we  could 
be  doing  to  perhaps  change  the  system  so  we  are  sending  a  better 
signal  to  producers? 

Mr.  TiLLlSON.  The  key  thing  about  milk  pricing  in  the  United 
States  is  you  have  two  levels,  the  support  program  and  you  also 
have  milk  orders.  Whether  it  is  a  California  milk  order  or  the  Fed- 
eral Order  System,  they  are  similar. 

The  Federal  Order  System  or  the  Milk  Order  System  we  feel  is 
where  you  can  probably  best  address  the  situation.  One  of  the 
things  that  we  are  talking  about  is  the  concept  of  creating  an  in- 
dustrial nonfood  use  classification  for  butterfat  within  the  Milk 
Order  System.  If  you  are  going  to  sell  butterfat  for  industrial  use 
at  10  cents  a  pound,  somewhere  in  the  system  you  have  to  recover 
it  elsewhere. 

What  we  would  be  looking  at  there  perhaps  would  be  when  you 
get  into  a  real  full  component  pricing  system  is  increasing  the 
value  of  butterfat  when  it  is  used  in  ice  cream  or  when  it  is  used 
in  fluid  milk  used  or  some  higher  value  uses  so  you  at  least  main- 
tain the  current  income  that  dairjonen  have. 

I  think  it  is  very  difficult  to  address  the  situation  within  the  sup- 
port program  system. 

I  think  the  other  thing  about  butterfat  is  that  what  we  found  in 
the  dairy  industry  is  dairymen  respond  better  to  incentives  rather 
than  disincentives.  When  we  wanted  lower  somatic  cell  counts,  we 
didn't  pay  them  less  for  higher  somatic  cell  count  milk.  We  gave 
them  premiums  for  lower  somatic  cell  count  milk. 

We  will  have  to  look  at  butterfat  and  try  to  address  that  issue 
the  same  way. 

Mr.  Barr.  I  would  not  disagree.  I  would  only  say  that  under  the 
current  system,  butterfat  has  value.  Obviously  it  has  less  value 
today  than  it  did  before  the  recent  change  in  the  spread  between 
powder  and  butter.  Every  time  you  drop  that  fat  price  to  the  pro- 
ducer you  are  lowering  that  producer's  overall  price  unless  you  are 
doing  something  to  correspond  for  that.  So  by  dropping  the  price 
on  butter,  it  works  like  a  price  cut. 

One  of  the  ways  to  lower  the  fat  price  is  through  the  Federal 
order  program  with  incentives,  higher  incentives  for  protein,  higher 
incentives  for  solids,  nonfat  or  whatever  you  are  trying  to  get  in 
that  market. 

A  couple  of  years  ago  National  Milk  suggested  a  two-tier  price 
program  on  butterfat,  if  butterfat  was  in  surplus,  there  would  be 
a  penalty  on  surplus  butterfat  production.  It  was  an  attempt  at 
that  time  to  try  to  do  something  with  what  we  perceived  to  be  the 
real  problem.  We  know  that  we  are  not  in  surplus  in  any  compo- 
nent right  now  except  for  butterfat. 

Mr.  Smith  said  we  were  above  7  billion  pounds  in  26  of  the 
months  since  the  1990  farm  bill.  That  is  on  the  butterfat  calcula- 
tion. The  way  they  calculate  it  now  on  a  total  solids  basis  we 
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haven't  been  in  surplus  at  all  under  the  1990  farm  bill,  have  never 
been  above  7  billion  pounds  of  CCC  removals. 

I  would  hope  and  expect  that  we  will  not  be.  I  agree  in  the  future 
that  the  best  way  to  solve  the  problem  is  through  the  Federal  or 
State  order  program. 

Mr.  DOOLEY.  I  am  concerned  about  the  kind  of  unintended  con- 
sequences. If  you  never  do  get  beyond  the  7  billion  then  you  don't 
ratchet  into  the  75  percent.  I  am  concerned  about  getting  into  that 
position  and  what  we  are  in  effect  doing  then  is  also  having  what 
I  think  is  a  very  significant  impact  on  the  equity  value  of  people 
that  want  to  leave  the  industry  because  their  cows  aren't  worth  as 
much  as  they  were. 

Mr.  Barr.  And  they  are  not  going  to  be  under  any  circumstances 
when  you  are  over  7  billion  pounds  because  you  are  going  to  be 
right  at  the  support  price  as  we  were  in  1991.  We  will  be  in  des- 
perate straits,  we  know,  because  we  were  there  a  just  short  time 
ago. 

The  $10.10  is  well  below  the  cost  of  production  of  most  producers 
in  the  United  States.  Ms.  Ozer  said  using  their  calculation  of  a  cost 
of  production,  or  about  $15  per  hundredweight  using  USDA  figures. 
I  don't  know  if  the  cost  of  production  is  that  high,  but  it  is  certainly 
higher  than  $10.10.  So  if  you  are  over  7  billion  pounds,  you  will 
be  in  a  desperate  enough  situation  that  it  is  going  to  affect  the  sale 
whether  the  disincentive  penalty  is  in  there  or  not. 

Mr.  DoOLEY.  I  would  agree.  We  are  by  Government  policy  though 
putting  a  significant  artificial  impact  on  to  what  the  real  market 
value  would  be,  because  I  think  that  we  are  dictating  that  some- 
thing is  going  to  be  worth  quite  a  bit  less  than  what  it  would  be 
even  after  the  support  price. 

For  example,  both  of  you  cited  that  the  milk  production  went  up 
1  percent  last  year.  Why  did  it  go  up? 

Mr.  Bark.  Our  consumption  is  growing  at  about  3  percent  a  year. 
That  is  one  of  the  arguments  we  have  under  current  law.  If  you 
get  your  refund  back  you  have  to  produce  not  1  pound  above  what 
you  produced  last  year.  If  your  market  is  growing  3  percent,  it 
would  seem  to  me  that  if  you  don't  increase  your  production  more 
than  3  percent  you  are  not  adding  to  a  surplus  to  a  market  that 
is  growing. 

We  would  hope  through  this  bill  to  build  that  kind  of  flexibility. 
So  as  long  as  production  is  growing  at  a  1  percent  figure,  we  have 
nothing  to  worry  about  under  current  circumstances  because  our 
consumption  figures  are  growing  faster  than  that. 

Mr.  DooLEY.  My  point  is  that  people  are  increasing  production 
in  some  parts  of  the  country  and  maybe  not  in  others  and  they  are 
doing  so  often  not  because  they  are  trying  to  maximize  losses,  but 
they  are  trying  to  increase  profits  and  income.  Somebody  is  re- 
sponding to  some  market  signal  that  is  out  there,  and  that  is  where 
I  am  concerned  about  what  we  are  doing  here,  even  though  I  think 
this  is  structured  in  a  manner  that  doesn't  have  nearly  the  level 
of  concern  in  terms  of  the  false  signals  to  the  producer,  but  we  are 
impeding  in  some  instances  the  adoption  of  methods  that  are  going 
to  enhance  efficiencies  euid  productivity. 

Mr.  Barr.  A  slight  example  in  answer  to  that.  I  would  like  to  go 
back  to  1991  when  prices  were  in  the  tank.  We  came  fi*om  prices 
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at  an  all  time  high  to  prices  in  real  terms  at  an  all  time  low.  At 
that  time,  the  Federal  Government  only  bought  slightly  in  excess 
of  6,500,000  pounds  so  the  penalty  assessment  would  not  have  been 
in  effect  then. 

If  this  board  had  been  in  place  at  that  time,  they  could  have  in- 
tervened in  the  market,  kept  the  prices  from  going  to  support,  and 
prevented  what  you  are  talking  about  from  happening. 

Mr.  VOLKMER.  Would  the  gentleman  yield? 

What  I  envision  under  tins  bill,  Mr.  TiUison,  is  a  little  bit  dif- 
ferent than  what  you  see;  that  in  deference  to  USDA — and  they  do 
a  fine  job  within  the  scope  of  their  job — but  their  job  is  not  as  I 
see  it  to  anticipate  what  the  market  is  doing,  keeping  in  touch  with 
exactly  what  is  going  on  and  then  taking  an  action. 

Jim,  you  just  mentioned  something  and  that  is  why  I  intervened. 
I  think  they  have  more  flexibility,  a  reason  to  move  a  lot  better 
than  USDA — ^would  you  agree,  Mr.  TiUison?  They  have  a  better 
reason  to  move  than  the  one  at  USDA? 

You  heard  these  people  here.  That  is  a  violation  of  GATT.  We 
c£in't  do  that.  We  better  not  do  that.  They  will  sit  around  and  talk 
for  2  weeks  before  they  decide  they  are  going  to  do  anything. 

Mr.  TILLISON.  Mr.  Chairman,  I  would  agree  that  there  is  no 
sense  in  creating  a  board  if  it  can't  be  more  responsive.  One  of  the 
concerns  we  have  is  because  this  is  a  quasi-governmental  program, 
it  will  require  USDA's  blessings  on  almost  every  move  they  make. 
If  there  are  no  DEIP  allocations,  dairy  farmers  could  end  up  buying 
a  lot  of  product  and  not  having  anyplace  to  go  with  it  because  it 
is  more  complicated  than  going  into  the  marketplace  and  saying  I 
have  something  to  sell;  who  wants  to  buy  it. 

The  Australians  won't  let  us  into  the  Pacific  Rim,  the  New  Zea- 
l£inders  won't  let  us  into  the  Pacific  Rim  and  I  understand  the  Eu- 
ropeans have  about  had  it  with  the  United  States  and  their  DEIP 
allocations. 

There  are  a  lot  of  positives  about  this  program,  but  before  we 
jump  into  the  program  we  better  know  what  we  are  getting  into. 

Ms.  OZER.  Mr.  Chairman,  a  comment  about  the  nature  of  who  is 
on  the  board.  The  perspectives  they  bring  to  the  board  is  a  very 
major  concern  of  the  confidence  in  the  kind  of  decisionmsiking  that 
will  be  made  by  it.  That  goes  back  to  the  concern  of  the  process 
of  creating  the  program,  the  election  of  who  is  on  the  board  and 
who  they  are  representing  in  their  decisionmaking. 

Mr.  Peterson.  If  the  gentleman  would  yield. 

As  far  as  why  production  is  going  up,  you  have  to  understand 
that  in  our  area  where  you  have  high-cost  producers  with  not  such 
good  productivity,  if  the  prices  go  down,  they  increase  production 
because  that  is  the  only  way  they  can  survive.  In  a  lot  of  the  coun- 
try, if  prices  are  too  low,  you  are  going  to  get  more  production  rath- 
er than  too  high. 

In  my  area,  there  is  a  lot  of  that  going  on.  One  of  the  reasons 
I  am  interested  in  this  bill  is  that  if  it  can  keep  us  from  getting 
down  to  $10,  we  can  keep  that  from  happening  and  hopefully  the 
right  incentives  will  be  in  place. 

Mr.  DOOLEY.  My  concern  is,  I  don't  have  the  confidence  that  you 
can  further  insulate  the  producers  from  the  marketplace  and  the 
real  market  conditions  to  the  point  that  it  doesn't  distort  allocation 
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resources.  If  there  are  people  that  can  make  investments  that  en- 
hance productivity,  that  can  increase  production,  I  question  wheth- 
er or  not  it  is  in  the  industry's  long-term  interest  to  have  a  system 
that  is  going  to  penalize  them. 

I  am  worried  that  we  put  in  place  in  fact  a  system  which  is  going 
to  penalize  the  person  and  the  family  that  can  get  out  there  and 
can  increase  production  through  increased  efficiency. 

Ms.  OZER.  I  would  say  while  I  don't  agree  with  some  of  the  pieces 
of  this  proposal,  I  also  definitely  do  not  oppose  it  for  the  reason 
that  you  are  spelling  out.  What  Mr.  Peterson  raised  about  what 
happens  to  farmers  when  they  don't  have  adequate  income  or  profit 
at  the  end  of  the  year,  they  are  not  going  to  be  doing  those  kinds 
of  investments  regardless  of  what  kinds  of  program  we  have  in 
place. 

I  don't  think  it  is  just  a  regional  situation.  I  think  it  has  a  lot 
to  do  with  the  size  of  the  farming  operation  and  the  kind  of  policy 
that  is  actually  out  there. 

Mr.  DOOLEY.  Counter  to  Mr.  Peterson's  comments,  if  a  producer 
is,  if  he  has  the  opportunity  to  enhance  income,  if  his  marginal  cost 
of  production  is  such  that  he  can  buy  increasing  production,  in- 
creasing components  of  it  increase  income,  your  guys  should  be 
adding  cows  now,  not  when  the  price  goes  down,  because  when  the 
price  goes  down  the  margins  are  reduced  and  that  is  when  they  get 
into  trouble. 

Mr.  Peterson.  A  lot  of  our  people  are  responding  to  a  crisis  situ- 
ation. They  are  up  against  the  wall  and  when  you  cut  the  price 
they  add  cows  because  they  have  to  have  a  certain  amount  of 
money  to  make  the  loan  payment  at  the  bank 

Mr.  DoOLEY.  So  you  are  saying  that  they  are  not  interested  in 
making  more  money. 

Mr.  Peterson.  These  farmers  are  50  years  old  and  our  big  con- 
cern is  how  are  we  going  to  get  the  young  people  to  come  into  agri- 
culture— ^we  have  problems  of  industry  survival.  We  have  a  whole 
different  situation  in  Minnesota  and  Wisconsin  than  you  have  in 
California,  I  think. 

Mr.  Volkmer.  The  Chair  is  going 

Mr.  DoOLEY.  I  am  finished.  I  thank  Mr.  Barr  and  the  efforts  of 
your  organization.  I  think  you  have  put  together  a  proposal  that 
has  a  lot  of  merit  to  it.  While  it  appears  that  I  am  critical  of  some 
points,  I  think  it  has  a  good  basis  to  start  from  and  some  of  our 
California  producers  are  interested  in  continuing  to  work  with  you 
on  that  and  I  am,  too. 

Mr.  Barr.  Thank  you.  I  appreciate  your  comments  and  I  appre- 
ciate our  discussion. 

Thank  you. 

Mr.  Volkmer.  I  would  like,  and  I  know  the  answer  already,  but 
for  the  record,  Jim,  you  can  answer  this  question  or,  Collin,  you 
can  answer  this  question. 

You  have  all  this  milk  in  Minnesota.  How  come  you  are  not  send- 
ing it  down  to  Florida  and  places  where  they  can  use  it? 

Mr.  Peterson.  Mr.  Chairman,  because  they  won't  let  us,  mostly. 

Mr.  Volkmer.  Who  do  you  mean  won't  let  you? 

Mr.  Barr.  As  high  as  the  price  is  in  Florida — and  it  is  much 
higher  than  it  is  in  Congressman  Peterson's  area — the  higher  price 
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still  won't  compensate  for  the  cost  of  getting  it  there.  If  you  ship 
it  down  there  and  when  you  take  the  price  that  you  will  get  for  it, 
it  does  not  pay  the  farmer  to  ship  it  that  far  and  they  will  get  less 
money  for  it  in  effect  because  of  the  shipping  costs. 

Mr.  Peterson.  Mr.  Chairman,  one  of  the  things  I  believe  that 
came  out  of  the  order  discussion  is  a  change  on  reconstitution 
which  is  going  to  help  some  because  it  reduces  the  freight  cost.  It 
is  the  one  positive  thing  that  came  out  of  those  hearings.  They  kind 
of  punted  on  the  rest  of  it. 

Mr.  Barr.  Milk  is  predominantly  water  and  Mr.  Peterson  is  say- 
ing that  under  the  new  Federal  order  provisions,  you  will  be  able 
to  concentrate  that  miDc,  ship  it  down  and  reconstitute  it  and  sell 
it  at  class  I  prices  without  any  penalty  payments. 

Mr.  VOLKMER.  I  want  to  commend  you,  Jim.  I  remember  our  dis- 
cussions that  we  had  way  back  in  1990-91  on  through  and  earlier 
this  year,  and  basically  if  I  remember  right,  my  discussions  with 
you,  all  the  major  cooperatives  support  this  legislation.  Is  that  cor- 
rect; the  general  concept? 

Mr.  Barr.  Even  beyond  that,  Mr.  Chairman.  We  have  ratified  it 
about  three  times,  again  this  morning  in  our  board  of  directors 
meetings.  National  Milk's  members  with  the  exception  of  the  two 
Florida  cooperatives  are  100  percent  behind  this  proposal. 

Mr.  VOLKMER.  Mr.  Tillison,  I  know  that  you  mean  very  well.  I 
reviewed  your  testimony  and  saw  your  recommendations.  I  don't 
know  how  we  could  implement  those  and  those  alone.  Even  the  one 
contract  for  not  producing  the  milk  in  advance — I  don't  know  if  I 
could  float  that  around  here  and  get  that  done  or  not.  I  do  know 
that  right  now  there  is  quite  a  bit  of  momentum  behind  this  legis- 
lation and  right  now,  Kathy,  to  be  honest  with  you,  this  is  the  only 
train  on  the  track. 

There  isn't  another  train  coming  down  the  track.  Now,  if  we  can 
work  together  and  try  and  improve  it,  if  you  want  to  try  and  im- 
prove it,  that  is  fine,  but  it  is  the  only  train  coming  down  the  track. 
Do  you  understand,  Mr.  Tillison? 

Kathy,  do  you  understand? 

Ms.  OZER.  Yes,  sir. 

Mr.  VOLKMER.  No  two-tier.  I  would  love  to  have  a  two-tier,  but 
there  is  no  two-tier  on  this  track  and  there  isn't  going  to  be  any. 

I  am  a  great  supporter  of  two-tier.  It  is  not  going  to  be  there.  You 
can  forget  it.  It  is  not  going  to  happen, 

Ms.  OzER.  I  hear  you  and  I  will  talk  with  our  diary  committee 
and  look  over  the  proposals  and  get  back  to  you. 

Mr.  VOLKMER.  I  said  this  in  my  opening  statement.  I  look  at 
what  I  have  right  now  and  I  look  at  what  this  could  bring.  To  me 
I  think  "sure,  there  may  be  changes." 

I  talked  to  Jim.  I  have  some  changes  I  would  like  to  make  in 
this,  OK,  but  I  think  this,  to  me,  holds  more  promise  for  the  future 
than  what  I  presently  have. 

Mr.  DOOLEY.  I  just  have  one  question  of  you,  Mr.  Chairman. 

How  quick  is  this  train  coming? 

Mr.  VoLKMER.  Right  now  it  is  moving  along  very  slowly.  The 
hearing  took  us  3  hours.  We  are  about  finished.  It  could  pick  up 
steam  at  any  time.  It  could  go  very  fast  or  it  could  be  some  time. 
I  don't  know  right  now. 
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As  of  this  moment,  we  have  had  the  hearing.  If  you  have  any 
suggestions  for  it,  anybody  does,  I  suggest  that  they  start  contact- 
ing the  committee  as  soon  as  possible.  We  may  do  a  markup;  I 
don't  know  yet.  Do  you  understand?  So  I  would  say  you  may  or 
may  not. 

Ms.  OzER.  I  would  just  like  to  say  that  there  are  other  general 
farm  organizations  and  dairy  groups  who  have  raised  concern  as 
well  about  this  proposal,  and  I  would  encourage  their  involvement. 
I  know  some  of  them  were  unable  to  testify  today  and  to  make  sure 
that  all  the  questions  are  raised  as  many  of  the  answers  are  got- 
ten—I heard  USDA  say  30  to  45  days. 

I  am  sure  things  can  move  faster,  but  I  think  it  is  very  important 
that  some  of  the  answers  of  what  it  does  in  terms  of  farm  income, 
what  some  of  the  projections  are  in  terms  of  the  size  of  the  assess- 
ments and  the  issue  of  how  different  market  orders  play  into  it,  I 
don't  pretend  to  understand  how  it  would  work,  but  it  raises  a  seri- 
ous question  about  who  controls  some  of  what  will  end  up  in  the 
farmer's  check.  Whether  it  is  out  of  the  marketing  order  or  out  of 
assessment,  it  means  the  same  to  the  farmer  when  they  don't  have 
that  money  at  the  end  of  the  month  to  pay  their  bills.  That  has  to 
be  addressed  to  get  broad-based  farmer  support  as  opposed  to  co- 
op support. 

Mr.  VOLKMER.  I  would  like  included  in  the  record  a  communica- 
tion from  the  Farmers  Union  Milk  Marketing  Cooperative  from 
Madison,  Wisconsin,  from  Mr.  Stewart  G.  Huber,  the  president. 

A  commxmication  from  the  National  Farmers  Union  dated  July 
21,  1993,  from  its  President  Leland  Swenson. 

Also,  a  letter  from  the  National  Cattlemen's  Association  from 
Dana  Hauck,  chairman  of  the  Agricultural  Policy  Committee  dated 
July  20,  1993. 

[The  letters  appear  at  the  conclusion  of  the  hearing.] 

Mr.  VOLKMER.  I  want  to  thank  all  three  of  you  for  being  here 
today  and  look  forward  to  continuing  to  work  for  improvement  in 
dairy,  especially  for  dairy  prices  for  my  producers. 

Mr.  Peterson.  Mr.  Chairman,  I  think  I  would  suggest  to  you 
that  in  addition  to  looking  at  this,  you  ought  to  also  look  at  what 
they  are  doing  in  3-A  pricing. 

Mr.  VoLKMER.  We  will  leave  the  record  open  for  10  days  for  any- 
one who  wishes  to  send  a  letter  or  communicate  with  us  with  re- 
gard to  the  testimony. 

I  apologize  for  not  having  other  witnesses,  but  we  have  to  vote 
again.  We  could  have  kept  this  thing  going  all  night,  and  I  don't 
think  we  would  have  gotten  any  further  than  we  have  right  now. 

The  hearing  is  adjourned. 

[Whereupon,  at  5:30  p.m.,  the  subcommittee  was  adjourned,  to 
reconvene,  subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 


52 


STATEMENT  BY  BRUCE  R.  WEBER,  ACTING  ADMINISTRATOR 

AGRICULTURAL  STABILIZATION  &  CONSERVATION  SERVICE 

U.S.  DEPARTMENT  OF  AGRICULTURE 

BEFORE  THE 

SUBCOMMITTEE  ON  LIVESTOCK 

COMMITTEE  ON  AGRICULTURE 

U.S.  HOUSE  OF  REPRESENTATIVES 

JULY  21,  1993 

Mr.  Chairman,  and  Members  of  the  Subcommittee,  I  am  happy  to 
be  here  with  you  today  to  review  proposed  changes  in  the  dairy 
program  as  set  out  in  H.R.  2664. 


Due  to  the  shortness  of  time,  our  comments  today  will  be  of 
a  general  nature  regarding  H.R.  2664.   The  Administration  is 
reviewing  various  provisions  of  the  bill  and  may  have  additional 
views  after  that  review  is  completed.   H.R.  2664  represents  a 
major  change  from  our  current  dairy  program  and  we  have  not  yet 
completed  our  analysis  of  all  its  specific  features  and 
implications.   So  our  discussion  will  be  based  on  our  review  to 
date  of  the  bill,  and  on  past  analyses  of  similar  types  of 
progreuns . 

On  June  15,  1991,  the  Department  forwarded  to  the  House 
Committee  on  Agriculture,  a  report  entitled,  "Milk  Inventory 
Management  Report",  as  required  by  the  Food,  Agriculture, 
Conservation,  and  Trade  Act  of  199  0.   As  part  of  that  report,  the 
Department  studied  Re-Classification  (Class  IV)  Programs  and  Two- 
Tier  Pricing  Programs.   These  programs  are  very  similar  in  nature 
to  the  two  types  of  programs  embodied  in  H.R.  2664. 
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The  market  stabilization  program  in  the  bill  is  a  variation 
of  a  re-classification  program  that  collects  assessments  from 
producers  and  uses  such  funds  to  remove  dairy  products  from  the 
domestic  market  and  dispose  of  them  by  subsidizing  their  export. 

The  authority  provided  in  the  Revisions  of  Authority  for 
"Excess  Purchases"  Reductions  in  Price  section  of  the  bill  is  a 
variation  of  a  two-tier  pricing  program.   The  major  program 
activities  would  be  administered  by  a  board  of  dairy  producers 
and  other  industry  experts  under  the  provisions  of  this  bill. 

H.R.  2664  also  provides  for  a  Federal  milk  order  supply 
balancing  cost  sharing  plan.   Under  this  plan.  Federal  milk 
orders  could  be  amended  to  authorize  the  market  administrator  in 
each  marketing  order  pool  to  make  a  deduction  from  the  pool  each 
month  to  be  used  to  (l)  reimburse  handlers  for  the  added  costs  of 
bringing  supplemental  milk  supplies  into  the  market  when  local 
supplies  are  short,  (2)  reimburse  handlers  for  the  added  costs  of 
disposing  of  milk  that  exceeds  local  market  needs,  and  (3)  pay 
distant  plants  that  make  a  binding  commitment  to  supply 
supplemental  milk  to  the  market  when  called  upon  by  the  market 
administrator. 
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He  are  proceeding  with  an  analysis  of  H.R.  2664,  however, 
the  dual-program  nature  and  standby  application  of  the  separate 
programs  authorized,  and  the  monthly  application  of  the  two-tier 
pricing  program  makes  the  analysis  very  complex.   Our  normal 
computer  models  for  dairy  program  analysis  have  had  to  be 
significantly  revised  to  handle  this  proposal. 

We  are  prepared  at  this  time  to  make  some  general 
comments. 

Producer  Income  and  Government  Costs; 

Past  analyses  of  the  types  of  programs  embodied  in  H.R.  2664 
indicate  that  they  can  improve  milk  prices  and  dairy  farmer 
income.   In  the  long  term,  higher  milk  prices  could  effect  cost 
of  production.    Also,  to  the  extent  that  dairy  farmer 
assessments  will  now  be  covering  costs  of  surplus  above  5  billion 
pounds  instead  of  7  billion  pounds,  it  appears  that  government 
program  costs  could  be  reduced.   However,  there  may  be  additional 
administrative  costs  with  this  program. 

To  the  extent  that  this  program  would  increase  milk  prices, 
there  would  be  some  consumer  impact. 

Price  Levels  and  Two-Tier  Pricing; 

If  the  market  stabilization  program  is  used  for  significant 
price  enhancement,  it  is  likely  that  the  two-tier  pricing  program 
which  is  an  integral  part  of  H.R.  2664  will  be  triggered.   If 
price  enhancement  persists  under  the  market  stabilization 
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program,  the  two-tier  pricing  program  could  cycle  in  and  out.   If 
excess  surplus  builds  under  the  market  stabilization  program  it 
would  reach  a  level  that  would  trigger  the  two-tier  program.   The 
two-tier  pricing  program  would  serve  to  reduce  milk  marketings 
and  the  dairy  herd  size.   As  prices  rise,  the  two-tier  program 
would  be  triggered  out.   The  cycle  could  then  repeat  itself. 
However,  we  should  point  out  that  the  two-tier  pricing  program 
could  remove  incentives  for  adopting  new  technology,  thereby 
slowing  productivity  increases  and  hindering  U.S. 
competitiveness. 

Although  Secretarial  oversight  is  provided,  specific 
criteria  to  evaluate  the  timing  and  the  price  level  at  which  the 
board  may  remove  product  from  the  domestic  market  would  be 
helpful  in  evaluating  the  board's  plan  of  action. 

The  Board! 

H.R.  2664  envisions  the  market  stabilization  program  being 
administered  by  a  board  of  dairy  farmers  and  industry  employees 
with  expertise  in  milk  marketing. 

Alternatively,  the  Department  could  administer  the  market 
stabilization  program  as  authorized  in  H.R.  2664.   The  board  and 
its  necessary  duplication  of  staff  as  called  for  by  this  bill 
would  be  an  additional  cost  to  the  taxpayer  since  all  costs 
associated  with  the  board  and  its  staff  are  funded  by  the 
assessment  authorized  under  the  Omnibus  Budget  Reconciliation  Act 
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of  1990.   This  assessment  is  not  increased  to  cover  the 
additional  costs  of  the  board. 

Assessments  Drawn  from  Order  Pool  Revenues; 

H.R.  2664  requires  that  funds  to  operate  the  progreun  be 
withdrawn  from  the  pool  revenues  of  Federal  or  State  marketing 
order  pools  for  those  farmers  participating  in  such  pools. 
Dairy  farmers  not  associated  with  such  pools  would  be  assessed, 
individually,  a  comparable  amount.   We  do  not  believe  that  this 
provision  enhances  the  operation  of  the  overall  program. 

The  Department  has  in  place  the  agreements  and  procedures 
necessary  to  collect  assessments  from  individual  farmers  through 
a  systems  of  "responsible  persons"   who  pay  dairy  farmers.   This 
system  has  been  tested  and  refined  during  a  number  of  years  and 
has  proved  efficient  in  collecting  funds  from  dairy  farmers  to 
meet  progrcun  requirements.   Through  the  current  system,  each 
dairy  farmer  knows  the  rate  of  assessment  and  the  exact  amount 
that  has  been  withheld  from  the  check  to  meet  progrzun 
obligations. 

The  current  system  also  provides  individual  farmers  the 
information  necessary  to  evaluate  whether  the  farmer  should  make 
adjustments  in  the  farm's  operation  to  receive  a  refund  of  the 
assessment  amount.   The  current  system  also  provides  the 
necessary  information  to  validate  the  amount  of  refund  withheld 
from  a  producer  applying  for  a  refund.   With  the  movement  of  milk 
euaong  marketing  pools,  and  the  movement  of  milk  into  and  out  of 
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pooling  status,  the  proposal  to  take  payments  from  the  pool  will 
make  it  difficult  to  assure  that  all  funds  due  are  collected  and 
validating  refunds  due  producers  will  be  a  paperwork  nightmare. 

Subsidized  Export  Possibilities; 

An  additional  concern  is  that  the  adoption  of  this  progreun 
would  contradict  the  U.S.  position  in  the  GATT  Uruguay  Round 
negotiations.   A  key  component  of  the  Blair  House  accords, 
reached  between  the  U.S.  and  the  European  Community  in  late  1992, 
was  a  proposal  to  reduce  subsidized  exports  of  21  percent  by 
volume  and  36  percent  by  subsidy  value  from  1986-1990  baseline 
levels.   The  Dairy  Export  Incentive  Program  and  CCC  direct  sales 
progreuns  already  in  place  would  be  subject  to  these  constraints. 
Any  additional  exports  that  might  occur  as  a  result  of  this 
legislation  would  be  inconsistent  with  these  seune  disciplines 
resulting  from  a  successful  Uruguay  Round.   Furthermore,  given 
that  the  Administration  is  seeking  to  conclude  the  Uruguay  Round 
by  December  15,  1993,  it  may  be  premature  to  propose  arrangements 
or  build  upon  provisions  that  would  need  to  be  altered  or 
eliminated,  to  be  consistent  with  the  trade  agreement. 

We  appreciate  the  opportunity  to  provide  this  Subcommittee 
with  our  preliminary  assessment  of  H.R.  2664.   We  will  be  glad  to 
respond  to  questions. 
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regarding 

H.R.  2664 
THE  MILK  PRODUCERS  SELF-HELP  PROGRAM 


July  21,  1993 


Mr.  Chairman,  I  am  James  C.  Ban,  Chief  Executive  Officer  of  the  National  Milk 
ftoducers  Federation.  The  National  Milk  Producers  Federation  is  the  national  farm 
commodity  organization  which  represents  dairy  farmers  and  the  dairy  cooperative 
marketing  associations  they  own  and  operate  throughout  the  United  States. 

I  appreciate  this  opportunity  to  testify  before  the  Subcommittee  about  H.R.  2664, 
The  Milk  Producers  Self-Help  Program.  Chairman  Volkmer  and  Rep.  Gunderson,  the 
National  Milk  Producers  Federation  gives  both  of  you  a  big  vote  of  thanks  for 
introducing  this  bill.  It  contains  a  market-oriented,  self-help  dairy  program  that  the 
dairy  industry  has  worked  for  at  least  two  years  to  develop  and  for  which  the 
membership  of  the  National  Milk  Producers  Federation  is  virtually  united  in  its  support. 
By  introducing  H.R.  2664,  you  have  moved  the  self-help  concept  a  big  step  closer  to 
reality. 


Background 

In  the  opinion  of  tiie  National  Milk  Producers  Federation,  the  Milk  Producers 
Self-Help  Program  is  a  program  whose  time  has  come.  It  is  specifically  designed  to 
address  two  broad  developments  that  the  dairy  industry  must  address  today  in  order  to 
be  successful  tomorrow. 

The  Naiional  Milk  Producers  Federation  Is  a  farm  commodli)  organization  marletlng  of  mill  WIPF's  contribution  to  this  policy  Is  aimed  ai  Improving  the 

representing  most  of  the  dairy  marketing  eooperalHes  serving  this  nation  NMPF  economic  welltx-ing  of  dairy  farmers,  thus  assuring  this  nations  consumers  an 

membpi^  market  a  maiurlty  of  the  milk  produced  In  the  L  S,  making  the  Federation  adequate  supply  of  pure.  »  holesome  milk  and  dairy  productS- 

an  effective  voice  on  national  Issues  for  dairy  cooperathes  and  their  dairy  farmer  The  polk-ies  oftlie  FedetaUon  ate  delermlned  tiy  its  memhere  from  across  Uie  nation 

mcmlieiN  Thertfoi'e.  thepiilirypotiillonse\pressedby\MPFareth;'onlynatlnn«ldcexpressk)n 

The  Federation  provides  the  forum  through  which  dairy  farmers  and  their  of  dairy  farnieiv  and  their  coopiiatiies  on  national  public  policy 
cooperatives  fonnulate  policy  on  national  Ksues  that  affect  the  production  and 
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The  first  of  these  developments  is  the  continued  erosion  of  federal  support  to 
agriculture  in  general  and  to  dairy  in  particular.  Over  the  past  ten  years,  pressure  to 
reduce  government  spending  on  agriculture  has  led  to  the  following  erosion  of 
government  support  to  dairy  (see  the  first  two  attached  graphs): 

O  reduction  of  the  price  support  level  for  milk  from  $13.10  per  cwt.  to  $10.10  per 
cwt.; 

O  reduction  of  dairy  program  outlays  by  the  Commodity  Credit  Corporation,  from 
over  $2  billion  per  year  to  no  more  than  one-tenth  that  level  today; 

O  introduction  and,  for  all  practical  purposes,  p)ermanent  reliance  on  producer 
assessments  to  recoup  government  dairy  program  costs; 

O  evolution  of  the  purpose  of  dairy  fanner  assessments,  from  de  facto  price  support 
reductions,  to  mechanisms  to  fund  temporary  supply  management  programs,  to 
mechanisms  for  implementing  Gramm-Rudman  sequestration  orders  to  essentially 
permanent  user-taxes  for  the  price  support  program. 


The  second  broad  development  is  the  growing  necessity  for  the  U.S.  dairy 
industry  to  expand  its  market  development  efforts  into  the  international  dairy  markets. 
The  reason  for  this  is  the  following  factors: 

O  The  domestic  market  for  milk  and  dairy  products  will  not  grow  fast  enough  in 
the  future  to  absorb  our  industry's  growing  productivity  and  output; 

O  Demand  for  dairy  products  will  grow  at  a  much  faster  rate  in  many  foreign 
markets  than  in  our  domestic  market; 

O  Our  industry  constitutes  one  of  the  world's  largest  and  most  efficient  dairy 
industries  and  is  thus  more  than  capable  of  serving  these  foreign  markets; 

CJ  Many  of  our  industry's  traditional  competitors  (the  EC,  EFTA  countries  and 
Canada)  will  not  be  able  to  expemd  into  these  markets,  and  will  likely  withdraw 
from  some  of  their  present  markets,  due  to  cutbacks  in  subsidies; 

O  Our  industry's  longer-term,  economically  based  competition  (Oceania,  southern 
cone  of  South  America,  East  Europe,  and  certain  West  European  countries)  lacks 
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the  capacity  and  expansion  potential  to  fully  capture  this  additional  foreign 
demand  for  imported  dairy  products. 


Given  ±is  situation,  the  bottom  Une  for  the  dairy  industry  is  clear.  Government 
support  is  no  longer  adequate  to  stabilize  prices  and  dairy  producer  income.  Quite  the 
opposite,  we  expect  continued  pressure  to  move  our  program  to  a  no  net  cost  basis  in 
the  course  of  the  next  few  budget  reconcihation  cycles.  According  to  the  President's 
Budget,  dairy  farmers  will  pay  over  50  percent  of  this  year's  projected  dairy  program 
costs  through  assessments.  Instead  of  relying  on  government,  the  industry  must  look 
to  the  market  to  maintain  adequate  prices  and  income  for  dairy  farmers.  As  markets  go, 
the  international  market  is  where  the  U.S.  industry  will  find  its  greatest  growth 
opportunities.  However,  export  market  development  will  require  a  greater  degree  of 
industry  organization  than  exists  at  present.  World  dairy  markets  are  still  highly 
distorted  and  dominated  by  the  heavy  subsidy  practices  of  the  European  Community  and 
other  subsidizing  exporters.  Governments  and  government-sanctioned  industry 
organizations,  such  as  the  New  Zealand  Dairy  Board,  the  Australian  Dairy  Corporation 
and  the  Canadian  Dairy  Commission,  play  a  major  role  in  export  assistance  and 
promotion  on  behalf  of  their  respective  industries. 

For  years,  the  Administration  has  told  die  nation's  dairy  farmers  that  their 
program  must  become  more  market-oriented.  With  two  years  of  work  and  development, 
the  National  Milk  Producers  Federation  has  developed  a  market-oriented  program  which 
enhances  the  economic  interest  of  dairy  farmers  and  their  cooperative  marketing 
organizations. 

For  years,  the  Congress  has  told  tiie  nation's  dairy  farmers  that  they  must  be 
united  behind  a  single  plan  if  they  hope  to  achieve  its  enactment  into  law.  Over  the 
past  several  years,  the  National  Milk  Producers  Federation  has  worked  diligentiy  to 
unite  its  very  diverse,  national  membership  behind  this  proposal.  This  effort  has  been 
crowned  with  success.  NMPF  is  virtually  united  in  support  of  the  Milk  Producers  Self- 
Help  Program. 

With  this  plan,  Mr.  Chairman,  we  have  answered  the  call  of  the  Administration, 
and  we  have  answered  the  call  of  the  Congress.  It  is  time  to  translate  planning  and  talk 
into  concrete  action  to  enable  the  industry  to  move  into  the  future. 
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The  Self-Help  Program 

The  objectives  of  the  Milk  Producers  Self-Help  Program  is  to  give  dairy 
producers  a  greater  voice  in  national  dairy  stabilization  activity  that  affects  their  prices, 
greater  insurance  against  buildups  of  price-depressing  milk  surpluses,  and  also  a 
valuable  tool  to  organize  the  industry's  export  development  activities.  It  seeks  these 
objectives,  together  with  the  objective  of  contributing  to  federal  budget  deficit  reduction, 
by  shifting  more  of  the  responsibility  for  funding  and  conducting  national  dairy  price 
stabilization  activities  from  taxpayers  to  milk  producers. 

The  Milk  Producers  Self-Help  Program  would  achieve  its  objectives  quite  simply. 
It  would  establish  a  producer-funded  Dairy  Stabilization  Board  that  would  be  authorized 
to  remove  surplus  dairy  products  from  commercial  markets  in  a  timely  manner  to  ensure 
stabilization  of  milk  prices  and  improvement  of  dairy  farm  income.  This  would  be 
supplemented  by  standby  authority  to  manage  excess  marketings  when  market 
intervention  alone  is  not  adequate  to  provide  the  needed  price  stabilization.  All 
proposed  actions  by  this  Board  would  require  the  approval  of  the  Secretary  of 
Agriculture. 

Dairy  farmers  would  benefit  under  the  plan  by  gaining  an  organization  dedicated 
to  achieving  dairy  market  and  price  stabilization  that  would  1)  be  responsive  to  their 
needs  and  2)  augment  the  present  dairy  program,  which  contains  no  safeguards  against 
the  type  of  market  price  collapses  the  industry  suffered  during  the  winter  and  spring  of 
1991. 

The  proposed  Dairy  Stabilization  Board  would  be  authorized  to  intervene  in  dairy 
product  markets  in  an  active  and  timely  manner  to  remove  from  domestic  commercial 
markets  surplus,  price-depressing  dairy  products  in  the  projected  range  of  five  to  seven 
bilUon  pounds,  milk  equivalent.  These  would  be  exported  or  disposed  of  in  non- 
competing  market  outlets.  This  intervention  would  take  place  when  prices  are  weak  or 
dropping,  but  before  they  reach  current  support  levels.  Price  improvement  of  five  to 
eight  times  the  cost  per  hundredweight  of  the  program  to  dairy  farmers  should  be 
expected. 

The  critical  importance  of  national  dairy  market  and  price  stabilization  is  best 
summed  up  in  the  familiar  cliche  that  "one  percent  of  the  nation's  milk  supply  prices 
the  other  99  percent."  Cliche  or  not,  the  real  truth  behind  it  is  apparent  from 
considering  recent  dairy  market  statistics  that  clearly  show  a  great  difference,  in  terms 
of  price,  between  a  year  with  five  billion  pounds  of  net  removals  and  a  year  with  seven 
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billion  pounds  of  net  removals  (see  the  third  of  the  attached  graphs).  Specifically,  an 
additional  two  bilUon  pounds,  milk  equivUent,  of  CCC  net  removals  (which  constitutes 
about  one  and  one  third  of  a  percent  of  the  nation's  milk  supply)  will  cause  U.S.  milk 
prices  to  drop  by  about  $1.10  per  cwt.,  cutting  about  $1.65  billion  from  the  annual  gross 
incomes  of  U.S.  dairy  farmers,  and  taking  about  a  30  percent  bite  out  of  U.S.  average 
net  cash  income  from  dairy  farming.  That's  a  30  percent  bite  out  of  the  entire  income 
from  which  a  typical  dairy  farmer  must  pay  or  compensate  for  aH  capital  replacement, 
operating  capital,  land,  other  nonland  and  unpaid  labor  costs. 

The  NMPF  self-help  dairy  stabilization  program  would  simply  give  dairy  farmers 
a  greater  voice  over  this  critical  two  billion  pounds  of  removals  —  the  two  billion 
pounds  that  determine  whether  most  of  them  earn  a  profit  or  suffer  a  loss. 

What  would  the  program  cost  dairy  fanners?  First,  the  program  would  return  the 
current  budget  assessment  to  its  original  level  of  $.10  per  cwt.  and  would  add  an 
additional  deduction  of  up  to  $.10  per  cwt.,  depending  on  the  level  of  projected  net 
removals,  to  fund  the  Dairy  Stabihzation  Board's  product  removal  activities.  If  net 
removals  are  projected  below  five  billion  pounds,  milk  equivalent,  the  total  deduction 
would  be  $.10  per  cwt.,  and  the  Board  would  not  engage  in  removal  of  any  dairy 
products  during  the  year.  If  net  removals  are  projected  between  five  and  seven  billion 
pounds,  the  Board  would  be  fiinded  at  a  level  sufficient  to  handle  the  disposition  of 
projected  net  removals,  up  to  two  billion  pounds,  above  the  threshold  of  five  billion 
pounds,  milk  equivalent.  This  would  be  done  through  an  additional  deduction  not  to 
exceed  $.10  per  cwt.  The  total  cost  to  dairy  producers,  therefore,  would  be  between 
$.10  and  $.20  per  cwt. 

This  $.20  per  cwt.  maximum  cost  would  be  collected  through  deductions  from 
federal  and  state  order  pools,  rather  than  from  individual  milk  checks,  for  all  producers 
except  those  whose  milk  is  not  pooled  under  an  order.  AH  deductions  would  be 
refundable  to  individual  producers  who  voluntarily  limit  their  milk  marketings  during 
the  year.  To  keep  it  budget  neutral,  there  would  be  a  recapture  provision  to  compensate 
for  refunds  made  to  individual  producers  on  the  basis  of  marketings  the  previous  year. 
Under  this  provision,  the  rate  of  deduction  for  the  first  $.10  per  cwt.  would  be  increased 
between  May  and  December  each  year,  so  that  total  deductions  could  exceed  $.20  per 
cwt.  during  those  eight  months. 

If  net  removals  are  projected  to  exceed  seven  billion  pounds,  the  industry  would 
be  in  substantial  surplus,  milk  prices  would  be  sharply  depressed  and  the  main 
imperative  would  be  to  end  the  surplus  condition  and  restore  the  industry  to  balance  as 
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quickly  as  possible.  In  this  case,  the  Dairy  Stabilization  Board  would  be  funded  to 
handle  two  biUion  pounds,  milk  equivalent  of  product,  but  product  removals  alone 
would  not  restore  balance  and  price  strength  quickly. 

For  this  reason,  the  program  would  retain  the  producer  assessment  provided  under 
current  law  to  fund  projected  excess  removals  over  seven  billion  pounds.  This 
assessment  would  be  implemented  as  a  uniform  assessment  on  all  milk  marketed  by  all 
producers,  and  be  fully  refundable  to  producers  who  voluntarily  limit  their  milk 
marketings  during  the  year  relative  to  the  previous  year,  as  long  as  prices  did  not 
collapse. 

However,  if  the  U.S.  average  manufacturing  grade  milk  price  fell  to  within  $.50 
per  cwt.  of  the  support  price  for  two  consecutive  months,  the  assessment  would  be 
converted  into  an  assessment  collected  only  on  the  quantity  of  milk  marketed  during 
each  month  by  any  producer  in  excess  of  the  amount  of  milk  that  producer  marketed 
during  the  same  month  a  year  previously,  but  only  up  to  a  maximum  of  25  percent  of 
any  month's  milk  marketings.  It  would  remain  in  effect  as  an  "excess  marketings" 
assessment  until  such  time  as  the  U.S.  average  manufacturing  grade  milk  price  rose  to 
exceed  the  support  price  by  more  than  $1.50  per  cwt.  during  two  consecutive  months, 
at  which  time  it  would  either  revert  to  a  uniform  assessment,  or  be  terminated 
altogether,  depending  on  a  current,  updated  projection  of  CCC  net  removals. 

The  circumstances  which  would  trigger  this  "excess  marketings"  assessment  are 
very  unlikely.  However,  should  those  circumstances  occur,  the  industry  would  need  the 
"strong  medicine"  it  would  provide  during  a  few  months  to  quickly  restore  balance, 
strengthen  prices  and  thereby  trigger  it  out.  It  would  function,  in  other  words,  very 
much  as  a  temporary,  self-correcting  mechanism. 

To  provide  further  stability  and  orderly  marketing  of  milk,  the  plan  would  also 
provide  specific  authority  to  ensure  that  the  costs  of  securing  supplemental  milk 
supplies  and  handing  seasonal  reserves  within  individual  milk  markets  would  be  shared 
equitably  by  all  producers  in  a  market.  Under  this  authority,  federal  orders  could  be 
amended  to  include  provisions  authorizing  the  market  administrator  to  deduct  and  set 
aside  an  amount  when  making  the  uniform  price  calculation  each  month.  The  amount 
deducted  would  be  used  by  the  market  administrator  to  reimburse  handlers  for 
additional  costs  incurred  in  obtaining  supplemental  milk  supplies  when  local  supplies 
are  insufficient  for  market  needs,  to  reimburse  handlers  for  costs  incurred  in  disposing 
of  milk  that  exceeds  local  market  needs,  or  to  pay  a  distant  plant  that  makes  a  binding 
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commitment  to  supply  supplemental  milk  to  the  market  when  called  upon  by  the  market 
administrator. 


Outlook 

Our  own  projections  of  the  impact  of  the  Milk  Producers  Self-Help  Program  over 
the  next  5  years  are  as  follows:   On  a  yearly  average  basis  we  expect  that 

O  net  removals  will  average  6  billion  pounds,  milk  equivalent,  total  solids  basis,  per 
year,  of  which  5  bUlion  would  be  handled  by  CCC  and  1  billion  pounds  by  the 
Dairy  Stabilization  Board; 

O  the  total  budget  of  the  Dairy  Stabilization  Board  necessary  to  handle  the 
disposition  of  its  1  billion  pounds,  milk  equivalent  responsibility  will  be  $75 
million  per  year,  which  is  equivalent  to  approximately  5  cents  per  hundredweight 
of  milk  marketed; 

n  the  total  deductions  from  order  pools  required  under  the  program  will  therefore 
average  15  cents  per  hundredweight  of  milk  marketed; 

O  milk  prices  should  average  about  $.40  per  hundredweight  higher  as  a  result  of  the 
Dairy  Stabilization  Board's  active  intervention  to  stabilize  milk  prices; 

O  these  higher  milk  prices  will  add  about  $520  million  more  to  dairy  farmers'  gross 
income  each  year; 

O  savings  to  the  government  should  average  at  least  $65  million  each  year,  for  a 
five  year  total  savings  of  $325  million. 


Mr.  Chairman,  the  nation's  dairy  farmers  are  convinced  that  the  self-help 
approach  is  the  correct  direction  for  our  industry.  Once  again,  I  want  to  thank  you  and 
the  ranking  member  for  introducing  H.R.  2664  and  for  giving  me  this  opportunity  to 
express  our  strong  support  on  the  Milk  Producers  Self-Help  Program  before  the 
Subcommittee.   I  will  be  happy  to  respond  to  any  questions. 


(Attachments  follow:) 
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Mr.  Chairman,  we  appreciate  being  given  this  opportunity  to  address  your  subcommittee 
regarding  the  National  Milk  Producers  Federation's  (NMPF)  Self-Help  Plan. 

The  Alliance  of  Western  Milk  Producers  represents  over  90  percent  of  the  dairy  farmers  in 
California,  producing  over  90  percent  of  the  milk.   The  Alliance  provides  representation  and 
other  services  to  all  the  major  cooperative  organizations  based  in  California  as  well  as  the 
two  major  dairy  farmer  trade  associations. 

In  the  past,  the  dairy  industry  has  waited  to  develop  a  program  until  it  finds  itself  in  the 
midst  of  a  major  crisis.    This  has  resulted  in  programs  that  were  usually  short  term  in  nature 
and  designed  only  to  address  the  inmiediate  problem.    We  want  to  congratulate  the  National 
Milk  Producers  Federation  for  breaking  with  "tradition"  and  beginning  development  of  a 
dairy  program  when  our  industry,  overall,  is  not  in  the  middle  of  a  major  crisis. 

However,  it  is  because  we  are  not  in  the  midst  of  a  serious  crisis  that  the  Alliance  questions 
the  need  to  push  this  proposal  through  on  what  appears  to  be  an  emergency  basis. 

National  Milk's  proposal  is  a  major  departure  from  the  current  dairy  program.    As  such,  it 
needs  to  be  fully  reviewed  and  evaluated  by  all  dairy  farmers.    Then  it  should  go  through  the 
full  legislative  process  rather  than  being  rushed  through  Congress  now. 

Dairy  farmers  in  California  produce  approximately  15  percent  of  the  nation's  milk  and, 
therefore,  have  been  and  will  be  paying  15  percent  of  any  dairy  program's  cost. 
Unfortunately,  they  were  not  given  the  opportunity  to  become  directly  involved  in  the 
development  of  the  program  you  are  considering  today.   We  think  that  this  is  unformnate. 

The  Alliance  questions  the  make  up  of  the  Board  included  in  the  NMPF  plan.   Two  states  - 
Wisconsin  and  California  -  dominate  milk  production  in  this  country.    Each  state  can  have  a 
major  impact  on  the  total  amount  of  milk  produced  nationally  with  a  relatively  small  increase 
in  production.    Together  the  dairymen  in  these  two  states  pay  nearly  one  third  of  the 
assessments  being  collected  under  the  current  program. 
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However,  only  one  state,  Wisconsin,  was  involved  in  the  development  of  the  NMPF  plan. 
And,  only  one,  Wisconsin,  gets  the  level  of  representation  on  the  Board  that  it  should,  given 
the  amount  of  milk  it  produces.    We  believe  this  situation  must  be  corrected.    This  is  not  a 
case  of  "having  to  draw  the  line  somewhere."   Two  states  dominate  milk  production  in  the 
U.S.  and  both  should  be  equally  recognized. 

California  dairy  believes  a  complete  economic  analysis  and  feasibility  study  of  the  major 
provisions  of  this  new  program  should  be  completed.   There  are  nimierous  questions  that 
need  to  be  fully  explored  before  the  industry  and  Congress  can  accurately  judge  it.    Some  of 
these  questions  are: 

How  does  this  plan  prevent  surpluses  from  occurring? 

A  surplus  is  a  surplus  whether  it  is  sold  to  the  Commodity  Credit  Corporation  or  exported. 
The  cost  of  disposing  of  a  surplus  and  its  negative  impact  on  producer  income  is  greater  after 
it  occurs.    A  review  of  milk  prices  since  1988  shows  that  not  producing  excess  milk  in  the 
first  place  has  the  most  positive  effect  on  producer  milk  prices.    The  NMPF  plan  deals  only 
with  surplus  removal,  not  surplus  prevention. 

Can  a  producer-operated  bureaucracy  be  any  more  effective  than  the  USDA  is  dealing 
with  dairy  surpluses? 

It  appears  that  all  the  actions  of  the  proposed  Dairy  Stabilization  Board  need  USDA 
approval.    Because  of  this,  will  the  new  Board  be  duplicating  USDA  activities,  and  vice 
versa?   We  need  to  consider  establishing  the  Board  as  an  advisory  panel  to  the  dairy  arm  of 
the  CCC  program,  rather  then  creating  another  entire  bureaucracy. 

Will  the  Stabilization  Board  become  an  intermediary  on  all  surplus  and  export 
transactions? 

The  NMPF  proposal  appears  to  establish  the  Stabilization  Board  as  a  gatekeeper  through 
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which  all  product  movement  to  the  CCC  or  Dairy  Export  Incentive  Program  (DEIP)  must 
flow  should  the  projected  surplus  exceed  5  billion  pounds.    The  description  of  its  activities 
leaves  in  question  whether  manufacturers  will  receive  less  than  the  support  purchase  price. 

Is  it  realistic  to  expect  that  the  new  Stabilization  Board  can  take  over  government 
export  sales  programs  like  DEIP? 

GSM  credit  and  a  government  commitment  to  expanding  export  sales  of  dairy  products 
through  DEIP  or  producer  funded  DEIP-type  programs  is  critical.    We  believe  a  program 
such  as  that  proposed  by  NMPF  cannot  succeed  unless  the  government  is,  and  will  continue 
to  be,  fully  committed  to  these  programs. 

Will  government  forego  the  politics  of  exports  if  producers  assume  a  major  share  of 
such  program  costs? 

For  several  months  the  Alliance  has  been  involved  with  National  Milk  and  other 
organizations  in  attempting  to  open  the  Pacific  Rim  to  the  DEIP  program.    The  USD  A  is 
supportive  of  doing  this,  but  its  proposal  has  run  up  against  the  concerns  of  other 
government  departments  that  are  being  lobbied  heavily  by  our  competitors  (from  other 
countries).   We  question  whether  a  producer-funded  program  could  operate  outside  the 
realities  of  international  politics. 

Does  the  proposed  program  address  the  real  dairy  surplus  problem? 

A  review  of  CCC  purchases  and  DEIP  sales  shows  that  there  is  a  small  milk  surplus,  but  a 
large  milkfat  surplus.    And,  yet,  the  proposed  program  continues  to  aim  at  reducing  national 
milk  production.   Instead  of  continuing  to  focus  on  milk  volume,  we  need  to  address 
reducing  production  of  milkfat.   Neither  the  NMPF  plan  (nor  the  continued  adjustment  in  the 
value  of  milkfat)  will  reduce  production  of  milkfat. 
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Does  the  NMPF  program  duplicate  other  marketing  programs  already  in  existence? 

The  proposal  being  considered  here  references  export  development  efforts.    However, 
through  the  National  Dairy  Promotion  Board,  efforts  are  already  underway  to  develop  export 
markets  for  value-added  products.   This  is  a  slow  process  that  takes  time  and  is  already 
being  funded  by  producer  assessments. 

What  is  the  purpose  of  the  excess  purchases  provisions  of  the  plan? 

The  "excess  purchases"  provisions  of  the  plan  is  unnecessarily  complicated  and  adds  little  to 
the  overall  impact  of  the  program.    It  is  also  a  bookkeeping  nightmare  for  those  paying 
producers  for  milk.   In  addition,  it  does  not  give  producers  the  opportunity  to  plan  to  avoid 
this  high  penalty  for  excess  production. 

What  does  NMPF's  program  offer  dairymen  that  the  current  program  doesn't? 

In  1992,  net  CCC  removals  of  surplus  product  were  5.5  billion  pounds  milk  equivalent,  on  a 
total  solids  basis.    Milk  prices  averaged  about  $13.15  a  hundredweight,  and  milk  production 
rose  just  one  percent.    So  far  in  1993,  the  CCC  is  only  buying  butter,  milk  production  is  just 
one  percent  ahead  of  1992,  and  the  average  milk  price  is  within  one  percent  of  last  year's 
price.   These  facts  indicate  the  current  program  is  operating  relatively  well. 


Because  of  the  many  unanswered  questions  and  because  the  current  program  is  functioning 
adequately,  the  Alliance  of  Western  Milk  Producers  believes  that  fine  mning  the  current 
program  is  preferable  to  quickly  adopting  a  major  new  program.   Toward  that  end,  we 
recommend  this  subcommittee  consider  the  following  for  adoption  as  part  of  the 
reconciliation  process: 

1 .       Ojfer  producers  the  option  of  contracting  in  advance  not  to  increase  milk  production, 
and  in  this  way  avoid  paying  an  assessment  at  all. 
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Two  programs  that  were  effective  in  reducing  milk  production,  the  1983  dairy 
diversion  and  the  1985  buy  out  program,  had  an  advance  contracting  provision. 
Contracting  in  advance  not  to  have  15  to  20  cents  taken  out  of  your  milk  check  would 
be  a  real  incentive  for  producers  not  to  increase  milk  production. 
Contracting  in  advance  on  milk  production  would  also  allow  the  Secretary  to  more 
accurately  estimate  milk  production  and  thus  the  possible  surplus.    It  would  also  let  him 
establish  an  assessment  level  prior  to  the  beginning  of  the  year  that  is  closer  to  that 
needed  to  provide  the  required  level  of  income. 

2.  Change  the  law  so  that  the  assessment  for  CCC  purchases  in  excess  of  7  billion  pounds 
is  also  refundable  to  producers  who  don 't  increase  milk  production. 

The  1990  Farm  Bill  and  Budget  Reconciliation  process  does  not  allow  this  to  be 
refunded.    The  Alliance  feels  that  the  addition  of  this  refund  could  encourage  more 
producers  not  to  increase  production.   It  is  estimated  that  an  assessment  of  about  20 
cents  is  needed  for  more  producers  to  seriously  consider  not  increasing  production. 

3.  Require  that  USD  A  increase  the  use  of  dairy  foods  in  market-oriented  nutrition 
programs  like  WIC  and  School  Lunch  in  dollar  amounts  equal  to  the  dairy  assessments 
paid  by  milk  producers. 

In  1993,  dairymen  will  pay  $220  million  in  assessments.    Under  our  suggestion,  USDA 
would  increase  coupons  for  dairy  products  to  WIC  participants  and/or  monies  allocated 
to  school  lunch  programs  for  the  purchase  of  dairy  products  by  this  amount.    Such  a 
program  would  move  an  additional  100  million  pounds  of  cheese  or  100  million  gallons 
of  milk  through  commercial  chaimels  to  hungry  children  and  also  give  dairymen  a 
return  on  their  assessments. 

4.  Curb  the  USDA 's  ability  to  make  additional  butter-powder  price  adjustments. 

It  is  far  from  clear  that  there  is  any  real  impact  on  the  production  of  butter  which 
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results  from  lowering  the  support  purchase  price  of  buner.  Butter  is  currently  at  the 
world  price,  while  the  nonfat  dry  milk  support  purchase  price  has  increased  over  20 
percent  in  the  last  18  months  and  is  nearly  30  cents  above  the  world  price. 

In  closing,  I  would  like  to  emphatically  state  our  willingness  to  work  with  National  Milk  to 
reach  consensus  on  a  self-help  program  that  producers  across  the  country  can  support. 

Again,  California  dairymen  appreciate  the  opportunity  to  offer  our  views  to  this 
subcommittee. 
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National  Family  Farm  Coalition 

110  Maryland  Avenue,  NE,  Suite  307   •   Washington,  DC  20002    •    (202)  543-5675   •    Fax:  (202)   543-0978 

TESTIMONY  OF  KATHY  OZER,  DIRECTOR  -  NATIONAL  FAMILY  FARM  COALITION 
BEFORE  THE  HOUSE  AGRICULTURE  COMMITTEE, 
SUBCOMMITTEE  ON  LIVESTOCK; 
HEARING  ON  THE  DAIRY  BUDGET  RECONCILIATION  AND 
SELF-HELP  INITIATIVE  ACT  OF  1993 
WEDNESDAY  JULY  2 1ST 

My  name  is  Kathy  Ozer.  I  am  pleased  to  represent  the  position 
of  dairy  farmer  members  of  the  National  Family  Farm  Coalition 
(NFFC).  Dairy  leaders  from  our  organization  were  unable  to  be  here 
today  on  such  short  notice.  The  NFFC  represents  39  rural  advocacy 
and  family  farm  organizations  in  32  states.  We  are  not  a  dairy 
specific  organization  yet  have  worked  for  many  years  to  develop  and 
support  federal  farm  policy  that  works  for  our  nation's  family 
farmers . 

I  testify  here  today  in  opposition  to  H.R.  2664;  "The  Dairy 
Budget  Reconciliation  and  Self-Help  Act".  We  are  opposed  to  both 
the  substance  and  the  timing  of  this  proposal.  Our  thoughts  on 
this  proposal  are  shared  by  many  other  family  dairy  farmers 
throughout  the  country.  The  rhetoric  used  by  the  National  Milk 
Producers  Federation  (NMPF)  to  promote  this  plan  has  been 
misleading  to  the  general  public.  It  has  not  been  approved  by  "the 
majority  of  dairy  producers"  as  touted  in  their  newsletter.  There 
was  no  vote  among  the  nation's  dairy  farmers  on  this  proposal.  In 
fact,  farmers  as  a  whole  have  only  second-hand  knowledge  of  this 
plan,  and  those  who  are  aware  of  it  are  adamantly  opposed  both  to 
the  substance  of  the  plan  and  to  the  direction  it  takes  in  setting 
long-term  dairy  policy.  Today  in  Madison,  Wisconsin  a  court 
hearing  is  underway  on  the  class-action  lawsuit  against  the  coop 
bloc  voting  that  is  being  used  this  August  in  the  referendum  vote 
on  the  National  Dairy  Board. 

Changes  in  dairy  policy  and  in  particular  programs  that  are 
going  to  be  financed  directly  by  the  nation's  dairy  farmers  need 
their  involvement  and  support.  We  urge  USDA  to  revisit  the 
inventory  management  proposals  that  were  submitted  in  1991.  These 
options  need  to  be  re-examined  based  on  changing  circumstances  and 
concerns . 

The  NMPF  proposal  not  only  implements  a  major  new  program 
without  a  direct  farmer  referendum,  but  it  allows  for  bloc  voting 
by  coops  of  those  who  represent  the  coops  on  the  board  itself. 
Limiting  open  public  debate  on  dairy  policy  by  attempting  to  insert 
this  program  into  the  budget  reconciliation  process  is  wrong. 
While  today's  hearing  may  represent  some  public  input,  it  is 
limited  given  the  lack  of  advance  timing  and  the  few  witnesses. 
While  NMPF  may  be  estimating  savings  of  $750  million  over  the  five 
years,  this  is  solely  due  to  dairy  farmers  paying  an  increased 
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assessment  while  receiving  no  increase  in  their  farm  price  for 
their  milk.   This  is  certainly  not  farmer  sustainable  nor  stable. 

Family  dairy  farmers  clearly  understand  that  this  is  a  program 
designed  solely  by  the  processors,  for  the  processors,  to  ensure 
their  ability  to  continue  business  as  usual  while  thousands  of 
dairy  farmers  are  forced  out  of  business. 

The  NMPF  plan  does  nothing  to  guarantee  or  even  encourage  true 
increases  in  dairy  farm  prices.  The  stabilizing  impact  is  to  keep 
prices  at  their  current  level  or  below.  At  the  $11.60  level,  still 
$3.00/cwt  below  the  average  national  cost  of  production  (1990  level 
is  $14.50-$15.00  according  to  USDA)  Farmers  will  be  assessed  to 
pay  the  processors  to  dump  milk  on  the  market,  further  depressing 
farm-gate  milk  prices.  The  only  guarantee  is  that  it  is  a  way  for 
the  coop  members  of  NMPF  to  help  themselves  to  more  of  the  farmer's 
money  under  the  guise  of  implementing  a  "dairy  program  entitlement 
cap" . 

The  domestic  production  levels  needs  to  be  stabilized  through 
an  effective  two-tier  supply  management  program  with  the  first  tier 
set  at  a  level  that  meets  a  farmers '  true  cost  of  production  and  a 
reasonable  return  on  their  investment.  This  would  meet  the  needs 
of  our  nation's  family  farmers  and  consumers.  We  support  a 
moratorium  on  BGH  use  and  the  retention  of  our  Section  22 
provisions  in  the  international  trade  arena  that  allow  the 
possibility  of  an  effective  domestic  policy. 

We  too  don't  want  a  2-3%  "surplus"  in  our  milk  production  to 
drive  the  rest  of  the  market  down,  but  we  feel  that  a  far  more 
equitable  way  is  to  develop  longterm  effective  dairy  and  farm 
policy.  We  urge  you  to  take  a  close  look  at  what  is  going  on  in 
the  dairy  industry  and  the  state  of  the  rural  economy  in  general. 

We  urge  you  to  listen  to  the  concerns  of  dairy  farmers  and,  if 
profitable,  as  taxpayers.  Major  changes  are  needed  in  dairy 
policy,  not  a  process  that  is  slipped  through  budget  reconciliation 
to  avoid  real  debate.  It  removes  the  opportunity  for  an  effective 
dairy  program  to  be  put  in  place  as  part  of  the  1995  Farm  Bill  that 
would  provide  real  opportunities  for  family  farmers  to  earn  a 
decent  living  and  be  part  of  the  rural  economic  stimulus  that  is  so 
crucial  to  a  true  economic  recovery  in  this  country.  This  proposal 
would  ensure  the  continued  loss  of  family  farmers  through  the 
hidden  assessments  in  the  market  pool  that  ensures  handler 
profitability  at  the  farmers'  expense. 

This  proposal  attempts  to  further  remove  the  government  from 
any  responsibility  for  maintaining  a  stable  dairy  supply.  It  does 
nothing  to  ensure  that  food  assistance  programs  will  be  provided 
with  necessary  and  possibly  expanding  demand  for  dairy  products, 
nor  meet  the  needs  of  dairy  farmers. 

We  are  increasingly  concerned  about  the  impact  of  the  ongoing 
drought  and  flood  on  feed  prices .  We  urge  this  Subcommittee  to 
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adequately  address  issues  of  family  farm  income.  This  includes 
support  of  the  BGH  moratorium  that  is  part  of  the  Senate  passed 
budget  reconciliation  bill.  It  saves  $15  million  in  scarce  federal 
budget  dollars  and  keeps  millions  more  in  farmers'  pockets  due  to 
forestalling  a  "super-assessment"  that  will  be  paid  by  all 
producers  whether  they  use  BGH  or  not.  The  possible  threats  to 
demand  and  consumer  confidence  in  our  dairy  supply  cannot  be 
overestimated.  We  urge  this  Subcommittee  to  examine  the  options; 
support  the  moratorium  and  work  with  family  farmers  from  all 
regions  of  the  country  in  developing  an  effective  response. 

Questions  and  Concerns  about  the  Proposal 

1)  It  talks  about  creating  a  "industry"  board  with  USDA  oversight. 
What  record  does  the  dairy  industry  have  with  its  current  board 
that  is  supposed  to  be  doing  promotion?  What  is  the  accountability 
mechanism  to  dairy  farmers? 

2)  The  entire  voting  process  seems  questionable  from  the 
determination  of  the  regions,  the  nominations  process  and  the  bloc 
voting  by  cooperatives.  Why  doesn't  the  Federal  Advisory  Committee 
Act  apply  to  the  board?  Doesn't  this  limit  public  access  to  the 
decision  making? 

3)  The  proposal  refers  to  "charitable"  feeding  programs.  Does  this 
include  the  real  needs  and  demands  of  government  food  assistance 
progrcuns? 

4)  The  dairy  farmer  responsibility  for  assessments  changes  based 
on  the  level  of  purchases  predicted  in  the  following  year  as  well 
as  the  projected  market  price.  How  does  this  affect  farmer 
financial  planning? 

5)  The  proposal  is  heavily  dependent  on  new  export  markets  for 
dairy  products.  Does  this  imply  new  Dairy  export  promotion  paid 
for  by  domestic  producers?  How  will  these  new  markets  be  created? 
Is  this  pro-NAFTA  and  pro-GATT  at  the  expense  of  Section  22 
provisions  that  currently  limit  imports? 

6)  There  is  concern  about  the  role  of  the  Dairy  Stabilization  Board 
in  controlling  milk  supplies  with  a  proposed  disclaimer  statement 
for  consumers.  what  about  the  role  of  the  Green  Bay  Cheese 
Exchange  or  consistently  high  processor  profit  levels? 

7)  The  super-assessment  or  "excess  purchases"  reduction  in  this 
proposal  will  come  out  of  a  farmers'  milk  check,  but  why  are  the 
other  two  going  to  come  through  the  milk  marketing  order? 

8)  What  is  behind  the  Federal  Milk  Order  "Supply  Balancing"  Cost 
Sharing  Plan?  It  sounds  like  it  gives  milk  marketing 
administrators  the  ability  to  deduct  from  producers  in  their  region 
to  pay  for  increasing  costs  to  meet  unmet  need  or  to  pay 
transportation  to  sell  product.  How  does  this  relate  to  the  "make- 
allowance"  or  is  this  a  coop  super-payment  in  the  ncime  of  "equity 
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among  all  producers  and  handlers?" 

These  are  questions  and  concerns  that  must  be  answered  about 
the  specifics  of  this  proposal.  The  bottom  line  is  that  Congress 
and  the  USDA  needs  to  help  ensure  that  policies  are  in  fact  farmer- 
friendly  and  that  they  help  farmers  not  simply  processors.  Dairy 
farmers  cannot  survive  more  of  the  roller-coaster  of  the  past  five 
years . 

What  was  a  crisis  call  at  the  June  Dairy  Summit  in  York, 
Pennsylania  just  one  month  ago  is  now  a  widespread  disaster 
precipitated  by  the  weather  and  facilitated  by  poor  public  policy. 
Dairy  farmers  will  be  forced  to  absorb  higher  feed  costs  and 
reduced  hay  quality,  make  major  improvements  to  their  destroyed 
operations,  and  still  face  declining  milk  prices.  On  behalf  of 
dairy  farmers  in  every  region  of  the  country,  I  urge  you  to  take 
actions  that  will  help  not  hurt  the  future  for  family  dairy 
farmers . 

I  thank  you  for  this  opportunity  to  present  these  concerns 
today.   I  will  be  happy  to  answer  any  questions. 
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^^^^ ^     NATIONAL  CATTLEMEN'S  ASSOCIATION 
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July  20.  1993 

The  Honorable  Harold  L.  Volkmer 

U.S.  House  of  Representatives 

Livcslotk  Subcoiumitlec  of  the  Committee  on  Agriculture 

1301  Longworth  House  Office  Building 

Wa.shington,  D.C.  20515 

Dear  Mr.  Chairman: 

The  National  Cattlemen's  Association  (NCA)  and  our  state  cattlemen's  associatioas  have 
been  in  clo.sc  contact  with  the  National  Milk  Producers  Federation  (NMPF)  and  their  local  co-ops 
over  the  past  year  coordinating  action  on  issues  of  mutual  concern.  One  of  those  issues  has  been 
a  dairy  self-help  program.  The  NCA  is  encouraged  of  the  concept  of  self-help.  The  NMPF  has 
been  forthcoming  in  their  deliberations  and  addressing  cattlemen's  concerns. 

T  A 

The  NCA  looks  forward  to  deliberating  the  concept  of  H.R.2664  and  having  the  >  oi  «!siii«  m  nooucds  «■ 

subcommittee  answer  a  few  important  questions.  All  cattlemen,  beef  and  dairy,  want  to  make 
sure  that  any  changes  to  dairy  poUcy  have  a  minimum  impact  on  the  beef  market.  In  order  to 
achieve  this  goal  NCA  strongly  urges  the  subcommittee  to:  1)  Project  the  effect  H.R.2664  will 
have  on  increased  cow  retention  in  the  beginning  years  of  the  program;  2)  Project  the  amount  of 
increa.sed  cow  slaughter  if  the  7  billion  pounds  surplus  trigger  is  met;  3)  Ask  the  USDA  to  present 
a  plan  on  how  they  envision  enacting  H.R.2664,  to  insure  beef  markets  will  be  protected  from 
implementation  glitches. 

The  first  two  questions  should  be  answered  by  USDA,  CBO,  and  a  qualified  land  grant 
university  in  order  to  compile  as  much  data  as  possible  to  make  wise  decisions. 

NCA  .strongly  recommends  that  these  questions  be  answered  before  H.R.2664  is  moved 
forward  in  the  legislative  process.  By  answering  these  questions  Congress  as  well  as  catdemen 
can  ascertain  whether  or  not  H.R.2664  will  impact  beef  markets.  With  that  question  answered  the 
bill  will  have  cleared  an  important  benchraaric  NCA  hopes  that  H.R.2664  will  have  no  affect  on 
cattle  pnces  but  the  only  way  to  fmd  out  is  to  ask. 


Sincerely, 


Dana  Hauck 
Chairman 

Agriculmre  Policy  Committee 
DH/bjc 
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FARMERS  UNION 

Mi/k  Marketing  Cooperative 


July  20.  1993 


Honorable  Harold  Volkmer,  Chairman 
Subcommittee  on  Livestock 
U.S.  House  Committee  on  Agriculture 
Washington.  DC  20515 

Dear  Mr.  Chairman: 

Wc  are  writing  to  express  our  regret  about  not  being  allowed  to  testify  at  tomorrow's 
subcommittee  hearing  on  H.R.  2664,  the  Dairy  Budget  Reconciliation  and  Self-Hclp 
Initiative  Act  of  1993.  As  a  qualified  Capper- Volstead  cooperative  representing  more 
than  10,900  members  in  eight  Midwest  states,  we  have  definite  concerns  and  questions 
about  some  aspects  of  this  self  help  proposal  due  to  the  lack  of  adequate  public  debate  to 
date. 

Wc  would  like  to  meet  with  you  at  your  earliest  convenience  at  the  place  of  your 
choosing  to  discuss  these  concerns.  In  the  meantime,  we  think  it  is  inappropriate  to 
include  self  help  in  budget  reconciliation  until  all  concerns  and  questions  raised  by  our 
members  have  been  fully  aired. 


With  kindest  regards. 


Stewart  G.  Huber 
President 

copies:  Kika  de  la  Garza 
Pat  Roberts 
Steve  Gunderson 


3225  EmI  W»»»iir>Bton  Avenue  •  Modnon.  WItconsin  S37044391  .  Phone  (608)  244^3373 
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FARMERS  UNION 

Milk  Marketing  Cooperative 


Questions  Submitted  for  the  Record  of 

the  U^.  House  Livestock  Subcommittee 

Public  Hearing  on  H.R.  2664 

by 

Farmers  Union  Milk  Marketing  Cooperative 

July  21, 1993 

1.  What  restrictions  might  future  international  trade  agreements  such  as  GATT  and 
NAFTA  place  on  the  Dairy  Stabilization  Board's  ability  to  make  producer-subsidized 
dairy  export  sales  in  the  world  market?  Given  tariffication  language  in  the  Dunkcl  final 
draft  requiring  a  50%  increase  in  current  U.S.  dairy  import  levels  during  the  first  year 
and  5%  minimum  import  access  in  the  fifth  year  following  implemenution  of  a  new 
Uruguay  Round  agreement,  wouldn't  the  increased  imports  at  least  offset  any  proposed 
gains  that  might  be  made  under  self  help? 

2.  Especially  in  years  when  it  appears  that  the  third  funding  trigger  might  be  tripped  the 
following  year,  why  wouldn't  producers  be  tempted  to  avoid  the  larger  assessments  of  the 
third  trigger  by  building  base  at  relatively  low  cost  under  the  second  trigger.  Doesn't  that 
send  exactly  the  wrong  market  signal  to  expand  production  at  a  time  when  the  national 
interest  is  to  restrict  production? 

3.  Given  the  recent  lawsuit  against  bloc  voting  in  the  National  Dairy  Board  review 
referendum  and  other  clear  indications  of  producer  dislike  for  bloc  voting,  why  is  bloc 
voting  required  in  electing  members  of  the  Dairy  Stabilization  Board?  Are  the 
proponents  willing  to  allow  direct  producer  election  of  board  members  as  an  alternative? 

4.  We  have  seen  wide  price  volatility  in  recent  months  under  the  price  support  program. 
What  evidence  exists  that  a  self  help  program  will  be  any  more  effective  in  leveling  wide 
price  swings  and  stabilizing  markets  than  the  current  price  support  program?  If  not,  why 
would  producers  want  to  pay  additional  assessments  for  such  questionable  benefits  of  self 
help? 

5.  Why  hide  the  assessments  from  the  first  and  second  funding  triggers  in  federal  milk 
marketing  order  pool  deductions?  Wouldn't  it  be  better  to  be  up  front  in  letting  producers 
know  that  they  are  being  taxed  for  a  specific  purpose  rather  than  hiding  the  deduction? 


3225  Ent  Washington  Avrnue  •  Maditon.  Witoontin  S3704-4391  •  Phone  (608)  244.3373 
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Statement  By 

Mr.  T.T.  Rucks 
President  of  the  Florida  Dairy  Farmers  Association 

and 

Mr.  John  Hobbs 
President  of  the  Tampa  Independent  Dairy  Farmers  Asociation 

Before  the  Livestock  Subcommittee 

of  the 

House  Agriculture  Committee 

H.R.  2664 
Dairy  Budget  Reconciliation  and  Self-Help  Initiative  Act  of  1993 

July  21,  1993 


Mr.  Chairman,  dairy  farmers  in  Florida  are  opposed  to  the  legislation  as  drafted,  and 
would  like  to  register  some  of  those  concerns.    We  hope  that  this  Subcommittee  would  take 
into  consideration  the  fact  that  more  time  should  be  provided  so  that  producers  from  various 
parts  of  this  country  could  study  the  proposed  legislation  and  have  the  opportunity  for  input 
and  to  document  their  concerns. 

We  believe  that  the  dairy  self-help  legislation  could  very  well  have  a  negative 
economic  impact  on  the  dairy  producers  in  Florida.   We  are  concerned  that  this  legislation 
will  establish  a  quota  or  base  plan  that  is  in  actuality  a  supply  management  plan.   We  believe 
such  plans,  in  the  long  run,  do  not  positively  aide  either  the  affected  producers  or  the 
consumers.    We  believe  that  this  proposal   could  have  the  effect  of  preventing  young  people 
who  would  like  to  become  dairy  producers  from  doing  so. 
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Florida  producers,  like  much  of  the  Southeast,  is  a  deficit  producing  area.    We  have 
no  processing  facilities  in  the  state  to  manufacture  butter,  cheese,  powder  milk  and  many 
other  manufactured  dairy  products.    Additionally,  we  are  a  deficit  area  insofar  as  fluid  milk 
is  concerned.    On  a  year  round  basis  Florida  imports  somewhere  between  15-20  percent  of 
the  fluid  needs. 

We  feel  this  plan  would  prevent  dairy  producers  in  deficit  production   areas  from 
increasing  their  production  as  their  markets  expand.   Therefore,    the  consumer  price  would 
be  forced  higher  because  additional  out  of  market  milk  must  be  imported. 

Furthermore,  excess  processing  facilities  existing  in  other  parts  of  the  country  for 
manufactured  products  will  force  expansion  in  those  areas  where  surplus  production  already 
exist.   We  feel  that  this  practice  of  production  expansion   should  not  penalize  producers  in 
deficit  areas. 

We  also  believe  that  if  this  legislation  is  implemented  and  the  time  comes  when  the 
seven  billion  pound  level  is  exceeded,  then  this  Committee  might  want  to  consider 
earmarking   some  of  the  penalties  funds  collected   for  product  promotion  and  nutrition 
education  as  one  way  of  preventing  future  market  gluts. 

In  summation,  we  would  hope  that  this  Committee  would  give  the  industry  more  time 
to  study  the  impact  that  this  legislation  would  have  on  both  the  production  facilities  in  the 
country  and  on  the  consumer  public. 
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RRTionnL 

FRRmERS 

union 

July    21,     1993 

The  Honorable  Harold  Volkmer 

Chairman,  House  Agriculture  Subcommittee 

on  Livestock 
2  4  09  Rayburn 
Washington,  D.C.   20515 

RE:   Hearing  of  the  House  Agriculture,  Subcommittee 
on  Livestock 

Dear  Mr.  Chairman: 

I  write  on  behalf  of  the  250,000  farm  families  of  the 
National  Farmers  Union.   We  appreciate  your  decision  to  hold  a 
public  hearing  on  the  plan  proposed  by  the  National  Milk 
Producer's  Federation.   Although  we  are  disappointed  there  was  no 
room  on  the  agenda  for  National  Farmers  Union  to  be  represented 
at  today's  hearing,  we  do  appreciate  the  opportunity  to  submit 
our  written  comments  for  the  record. 

We  do  not  oppose  the  idea  of  a  "self-help"  plan.   However,  we 
do  have  certain  concerns  that  we  believe  must  be  addressed  by 
Congress.   In  order  to  have  adequate  discussion,  we  would  like  to 
see  a  vehicle  other  than  the  budget  reconciliation  bill  used  for 
comprehensive  dairy  reform. 

We  believe  that  any  legislation  needs  to  work  toward  the  goal 
of  promoting  a  fair  price  to  producers,  while  providing  a  high 
quality  product  to  consumers,  at  a  fair  and  reasonable  price.   We 
are  concerned  that  the  self-help  proposal  leaves  producers  out  of 
the  equation,  by  providing  inadequate  assurance  on  the  question 
of  producer  income. 

Therefore,  we  offer  the  following  items  which  should  be 
amended: 

1)  There  must  be  some  mechanism  to  assure  that  the  producers 
will  receive  their  cost  of  production  under  the  self-help  plan. 

2)  We  disagree  with  the  provisions  for  electing  the  board  which 
rely  on  bloc  voting. 

3)  We  are  concerned  about  the  number  of  assessments  contained  in 
the  bill.   We  would  like  to  see  a  study  by  the  Congressional 
Budget  Office  which  would  spell  out  the  assessment  costs  to 
farmers,  as  well  as  the  amount  of  income  farmers  could  expect  to 
receive  under  the  plan.   It  appears  the  assessments  could  be  well 
in  excess  of  the  $.20  per  cwt  generally  associated  with  the  bill. 

4)  We  are  concerned  that  the  plan  will  do  nothing  to  address  the 
issue  of  transportation  differentials  which  is  causing  the 
geographical  shift  of  milk  production.   Such  shifts  diminish  farm 
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income  while  ultimately  increasing  the  price  to  the  consumer. 

We  would  prefer  to  see  Congress  enact  legislation  which 
stabilizes  supply  and  demand,  as  opposed  to  the  self-help 
proposal  which  relies  on  setting  up  a  mechanism  to  dump  excess 
milk  production  on  the  world  market. 

We  offer  our  support  to  work  with  Members  of  Congress  and 
other  members  of  the  dairy  industry  to  develop  a  proposal  which 
meets  the  needs  of  producers,  processors,  and  consumers.   We  are 
hopeful  we  can  use  the  ideas  offered  at  the  National  Dairy 
Summit,  as  well  as  those  submitted  to  USDA. 


Sincerely, 

Leland   Swenson 
President 


72-891  0-93-4 
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103d  congress 
1st  Session 


H.  R.  2664 


To  achieve  needed  savings  in  net  Federal  expenditures  under  the  milk  price 
support  program  through  establishment  of  a  milk  producer  self-help 
program  to  dispose  of  surplus  dairy  products,  expand  exports,  and  sta- 
bilize the  market  for  milk  and  dairy  products,  and  for  other  purposes. 


IN  THE  HOUSE  OF  REPRESENTATIVES 

July  15,  1993 

Mr.  VOLKMER  (for  himself  and  Mr.  Gunderson)  introduced  the  following  bill; 
which  was  referred  to  the  Committee  on  Agriculture 


A  BILL 

To  achieve  needed  savings  in  net  Federal  expenditures  under 
the  milk  price  support  program  through  establishment 
of  a  milk  producer  self-help  program  to  dispose  of  sur- 
plus dairy  products,  expand  exports,  and  stabilize  the 
market  for  milk  and  dairy  products,  and  for  other  pur- 
poses. 

1  Be  it  enacted  hy  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE. 

4  This  Act  may  be  cited  as  the  "Dairy  Budget  Rec- 

5  onciliation  and  Self-Help  Initiative  Act  of  1993". 
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1  SEC.  2.  FINDINGS,  PURPOSES,  AND  STATEMENT  OF  POLICY. 

2  (a)  Findings. — Congress  finds  that — 

3  (1)  milk  and  dairy  products  are  vital  compo- 

4  nents  of  a  balanced  diet  and  have  high  nutritive 

5  value,  and  the  production  of  milk  and  dairy  products 

6  is  an  important  segment  of  the  Nation's  agricultural 

7  industry; 

8  (2)  an  effective  Federal  milk  price  support  pro- 

9  gram  is  needed  to  ensure  consumers  of  a  reliable 

10  and  adequate  supply  of  pure  and  wholesome  milk 

11  and  dairy  products  at  reasonable  prices,  to  respond 

12  adequately  to  current  and  anticipated  future  supply 

13  and  demand  problems,  and  to  ensure  a  level  of  farm 

14  income   adequate   to   maintain   productive   capacity 

15  sufficient  to  meet  anticipated  future  needs; 

16  (3)  the  effectiveness  of  the  current  Federal  milk 

17  price  support  program  is  being  diminished  and  the 

18  economic  stress  on  milk  producers  increasing  due  to 

19  the  growing  demands  made  on  milk  producers  to 

20  provide  funds  for  reduction  of  the  Federal  budget 

21  deficit  through  direct  levies  and  similar  measures  in- 

22  eluded  in  budget  reconciliation  Acts; 

23  (4)  milk  producers  are  being  asked  to  pay  more 

24  and  more  in  budget  reconciliation  levies,  while  the 

25  economic  pressures  being  placed  on  the  milk  produc- 

26  tion  industry  continue  to  squeeze  them  financially; 

HR  2664  IH 
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1  (5)  it  is  in  the  national  interest  and  crucial  to 

2  milk  producers  that  an  alternative  be  found  to  the 

3  continued  expansion  of  budget  reconciliation  levies 

4  and  the  corresponding  diminution  of  the  benefits  of 

5  the  Federal  milk  price  support  program; 

6  (6)  since  most  Government  outlays  under  the 

7  Federal  milk  price  support  program  stem  from  Com- 

8  modity  Credit  Corporation  removals  of  surplus  dairy 

9  products  from  the  market  to  reduce  the  adverse  ef- 

10  feet  of  the  surpluses  on  producer  market  prices  for 

11  milk,  net  Federal  expenditures  under  that  program 

12  can  be  reduced,   and  thus  needed  budget  savings 

13  achieved,  by  reducing  the  level  of  removals  of  sur- 

14  plus  dairy  products  by  the  Corporation  under  the 

15  price  support  program; 

16  (7)  an  effective  way  to  reduce  the  level  of  the 

17  Commodity  Credit  Corporation's  price  support  re- 

18  movals  is  through  the  implementation  of  a  producer- 

19  funded  program   (using  deductions   from   producer 

20  revenues)  as  a  supplement  to  the  existing  milk  price 

21  support  progi-am  to  remove  surplus  dairy  products 

22  from  the  market  before  the  Corporation  has  to  take 

23  them,  and  develop  additional  markets  for  domesti- 

24  cally-produced  daiiy  products; 
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1  (8)  implementation  of  such  a  producer-funded 

2  self-help  program  is  preferable  to  just  increasing  the 

3  level  of  budget  reconciliation  levies,  because,  while 

4  effectively  reducing  net  Federal  expenditures  under 

5  the  milk  price  support  program,  it  also  stabilizes  the 

6  market  for  milk  producers  and  lessens  the  economic 

7  effect  of  the  budget  deficit  reduction  effort  on  them; 

8  (9)    implementation    of  the    self-help    program 

9  also  is  fairer  to  milk  producers  because  it  will  use 

10  the  funds  collected  from  them  under  the  budget  rec- 

11  onciliation  process  to  provide  them  with  tools  that 

12  they,  as  an  industry,  need  to  effectively  develop  new 

13  markets  for  their  products; 

14  (10)   if  milk  producers  shoulder  the  financial 

15  burden  of  removing  surplus  dairy  products  from  the 

16  market  and   developing  new  markets   for  domestic 

17  milk  production  under  this  self-help  program,  it  is 

18  appropriate,  as  well  as  most  conducive  to  the  effi- 

19  cient  implementation  of  the  program,  that  the  milk 

20  production  and  marketing  industry  be  directly  in- 

21  volved  in  the  operation  of  the  program  under  the 

22  oversight  of  the  Secretary  of  Agriculture; 

23  (11)  the  Federal  milk  price  support  program  it- 

24  self  is  the  responsibility  of  the  Secretary  of  Agri- 

25  culture  under  the  Agricultural  Act  of  1949,  and  the 
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1  producer-funded  efforts  to  dispose  of  surplus  dairy 

2  products  and  develop  new  markets  for  dairy  prod- 

3  ucts  under  the  self-help  program  established  by  this 

4  Act  should  be  overseen  by  the  Secretary  of  Agri- 

5  culture  and  be  coordinated  with  the  milk  price  sup- 

6  port  program  and  other  Department  of  Agriculture 

7  programs;  and 

8  (12)  the  future  of  milk  price  stabilization  re- 

9  quires  the  opening  of  new  market  opportunities  that 

10  the   efficient   production   capacity  of  our   Nation's 

11  milk  producers  can  respond  to,  and  the  self-help  ef- 

12  fort  provided  for  in  this  Act  should  include  aggres- 

13  sive  efforts  to  search  out  and  find  new  market  op- 

14  portunities  in  promising  export  markets. 

15  (b)  Statement  op  Purposes  and  Policy. — 

16  (1)  Purposes. — The  purposes  of  this  Act  are 

17  to— 

18  (A)  achieve  a  reduction  in  net  Federal  ex- 

19  penditures  under  the  Federal  milk  price  support 

20  program  that  contributes  substantially  to  the 

21  needed  reductions  in   net  Federal  outlays  re- 

22  quired  under  the  Concurrent  Budget  Resolution 

23  for  fiscal  years  1994  through  1998; 

24  (B)  achieve  such  reduction  in  net  expendi- 

25  tures  through  implementation  of  a  self-help  pro- 


91 


6 

1  gram  fanded  by  milk  producers  that  will  remove 

2  surplus  dairy  products  by  timely  intervention  in 

3  the  market  and  through  expanded  exports,  and 

4  related  changes  in  policies  governing  the  Fed- 

5  eral  milk  program;  and 

6  (C)  establish  the  Dairy  Stabilization  Board 

7  to  develop  and  implement  annual  plans  for  han- 

8  dling  surplus  dairy  products  and  to  develop  new 

9  markets  for  domestic  dairy  products,  under  the 

10  oversight  of  the  Secretary  of  Agriculture. 

11  (2)  Statements  of  policy. — 

12  (A)  In  general. — It  is  declared  to  be  the 

13  policy  of  Congress  that  it  is  in  the  public  inter- 

14  est,  and  necessary  to  protect  and  strengthen  the 

15  Nation's  milk  production  and  marketing  sys- 

16  tem,  to  reduce  any  adverse  affects  of  budget 

17  reconciliation  actions  on  milk  producers,  and  to 

18  facilitate  the  continued  effective  operations  of 

19  the  Federal  milk  price  support  program,  that 

20  the  self-help  program  funded  by  milk  producers 

21  provided  for  in  this  Act  be  implemented. 

22  (B)  Protection  of  consumers. — It  fur- 

23  ther  is  declared  to  be  the  policy  of  Congress 

24  that  the  powers  provided  in  this  Act  shall  not 

25  be  used  to  reduce  the  production  of  pure  and 
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1  wholesome  milk  and  dairy  products  below  the 

2  level  required  for  United  States  consumers  or  to 

3  divert  production  from  meeting  the  needs  of 

4  such  consumers,  and  that,  in  carrying  out  this 

5  Act,  due  regard  shall  be  given  to  the  mainte- 

6  nance  of  a  continuous  and  stable  supply  of  milk 

7  and  dairy  products  adequate  to  meet  the  de- 

8  mands  of  United   States   consumers   at  prices 

9  fair  to  both  producers  and  consumers. 

10  SEC.    3.    BUDGET    RECONCILIATION    AND    MARKET    STA- 

11  BIUZATION  DEDUCTIONS  FROM  PRODUCER 

12  REVENUES;  REFUNDS;  COLLECTION. 

13  (a)  In  General. — Effective  January  1,  1994,  sec- 

14  tion  204  of  the  Agricultural  Act  of  1949  (7  U.S.C.  1446e) 

15  is  amended  by  striking  out  subsection  (h)  and  all  that  fol- 

16  lows  down  through  the  end  of  subsection  (j)  and  inserting 

17  in  lieu  thereof  the  following: 

18  "(h)  Deductions  from  Producer  Revenues. — 

19  "(1)  Budget  reconciliation  saving  deduc- 

20  tions  from  producer  revenues. — 

21  "(A)   In  GENERAL. — During  each  of  the 

22  calendar  years   1994   through   1998,   the   Sec- 

23  retary  shall  provide  for  deductions  from  pro- 

24  ducer  revenues,  as  provided  in  paragraph  (3), 

25  on    all    milk   produced    in   the    48    contiguous 
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1  States  and  marketed  by  producers  for  commer- 

2  cial  use,  in  addition  to  any  reduction  in  price 

3  required  under  subsection  (g). 

4  "(B)  Amount. — The  amount  of  the  deduc- 

5  tion   from   producer   revenues   under   subpara- 

6  graph  (A)  shall  be  10  cents  per  hundredweight 

7  of  milk  marketed,  which  rate  shall  be  adjusted 

8  on  or  before  May  1   of  each  of  the  calendar 

9  years  1994  through  1998  by  an  amount  per 

10  hundredweight  that  is  necessary  to  compensate 

11  for  refunds  made  under  subsection  (i)  on  the 

12  basis  of  marketings  in  the  previous  calendar 

13  year. 

14  "(C)  Refunds. — The  Secretary  shall  pro- 

15  vide   for   refunds   to   producers   of  deductions 

16  made  from  producer  revenues  under  this  para- 

17  graph,  as  provided  in  subsection  (i). 

18  "(2)     Market    stabilization    deductions 

19  from  producer  revenues. — 

20  "(A)  In  general. — During  any  of  the  cal- 

21  endar  years   1994   through   1998   in  which  a 

22  Dairy  Stabilization  Plan  is  in  effect  that  pro- 

23  vides  for  the  removal  of  dairy  products  from  the 

24  market,  the  Secretary  shall  provide  for  deduc- 

25  tions  from  producer  revenues,  as  provided  in 
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1  paragraph  (3),  on  all  milk  produced  in  the  48 

2  contiguous  States  and  marketed  by  producers 

3  for  commercial  use,  in  addition  to  any  reduction 

4  in  price  required  under  subsection  (g)  and  the 

5  deductions    from    producer    revenues    required 

6  under  paragraph  (1). 

7  "(B)  Amount.— 

8  "(i)    In   general. — The    amount   of 

9  the    deduction    from    producer    revenues 

10  under  subparagraph   (A)   during  any  cal- 

11  endar  year  shall  be  the  amount  per  hun- 

12  dredweight  of  milk  marketed — not  to  ex- 

13  ceed  10  cents  per  hundredweight — that  is 

14  established    by    the    Dairy    Stabilization 

15  Board  for  such  year,  as  provided  in  section 

16  204B(a)(2),    and    approved    by    the    Sec- 

17  retary. 

18  "(ii)    Revisions   of   amount. — The 

19  amount  of  the  deduction  established  for  a 

20  year  under  clause  (i)  may  be  adjusted  by 

21  the  Dairy  Stabilization  Board  at  the  begin- 

22  ning  of  the  second,  third,  or  fourth  quarter 

23  of    the    year,     as     provided     in     section 

24  204B(c)(2)   and  if  approved  by  the  Sec- 

25  retary,   to   reflect   changes   in   anticipated 
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1  costs  under  the  Dairy  Stabilization  Plan 

2  for  such  year. 

3  "(C)  Refunds. — The  Secretary  shall  pro- 

4  vide    for   refunds   to    producers    of  deductions 

5  made  from  producer  revenues  under  this  para- 

6  graph,  as  provided  in  subsection  (i). 

7  "(3)    Deduction    process. — The    Secretary 

8  shall  provide  for  the  deductions  from  producer  reve- 

9  nues  required  under  paragraphs  (1)  and  (2)  as  fol- 

10  lows: 

11  "(A)  with  respect  to  milk  marketed  under 

12  a  Federal  milk  marketing  order,  the  Secretary 

13  shall  provide  for  a  monthly  deduction,  from  the 

14  total  pool  revenues  available  to  producers  from 

15  marketings  of  milk  under  such  marketing  order 

16  during  such  month,  of  such  sum  that  is  equiva- 

17  lent  to  a  uniform  reduction  in  the  blend  price, 

18  per  hundredweight,  to  producers  for  such  milk 

19  at  the  rate  per  hundredweight  provided  for  in 

20  paragraph  (1)  or  (2),  and  the  remittal  of  such 

21  deducted    amounts   to   the    Commodity   Credit 

22  Corporation; 

23  "(B)  with  respect  to  milk  marketed  under 

24  a  State  milk  pricing  and  pooling  program,  the 

25  Secretary  shall  provide  for  a  monthly  deduction, 
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1  from  the  total  pool  revenues  available  to  pro- 

2  ducers  from  marketing  of  milk  under  the  pro- 

3  gram  during  such  month,  of  such  sum  that  is 

4  equivalent  to  a  uniform  reduction  in  the  price, 

5  per  hundredweight,  to  producers  for  such  milk 

6  at  the  rate  per  hundredweight  provided  for  in 

7  paragraph  (1)  or  (2),  and  the  remittal  of  such 

8  deducted    amounts    to    the    Commodity    Credit 

9  Corporation.    For    purposes    of    this    subpara- 

10  graph,  at  the  option  of  the  appropriate  State 

1 1  authority,  in  lieu  of  the  required  amounts  being 

12  withheld  from  producers  by  directly  deducting 

13  such    amounts    from    the    total    pool    revenues 

14  under  the  State  program,  the  required  amounts 

15  may  be  withheld  from  producers  by  the  Sec- 

16  retary  through  a  reduction  of  the  amount  per 

17  hundredweight  provided  for  in  paragraph  (1)  or 

18  (2)  from  the  price  received  on  all  milk  marketed 

19  for  commercial  use  by  producers  subject  to  the 

20  order;  and 

21  "(C)  with  respect  to  all  milk  marketed  for 

22  commercial  use,  the  Secretary  shall  provide  for 

23  a  deduction  of  the  amount,  per  hundredweight, 

24  provided  for  in  paragraph  (1)  or  (2)  from  the 

25  price  received  by  producers  on  all  milk  mar- 
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1  keted  for  commercial  use  (including  milk  not  el- 

2  igible  for  fluid  use  and  milk  marketed  by  pro- 

3  ducer-distributors),  and  the  remittal  of  such  de- 

4  ducted  amounts  to  the  Commodity  Credit  Cor- 

5  poration. 

6  "(i)  Refunds  to  Producers. — 

7  "(1)  In  general. — The  Secretary  shall  provide 

8  a  refund  of — 

9  "(A)  the  reductions  under  subsection  (g)  in 

10  the  price  received  by  a  producer  during  a  cal- 

11  endar  year  (excluding  any  such  reduction  that 

12  is     a     targeted     reduction     under     subsection 

13  (g)(3)),  except  when  a  refund  is  otherwise  avail- 

14  able  to  the  producer  under  subsection  (g)(5); 

15  and 

16  "(B)  the  entire  amount  of  the  deductions 

17  from  producer  revenues  made  under  subsection 

18  (h)  during  such  calendar  year  that  are  applica- 

19  ble  to  the  milk  marketed  by  the  producer  dur- 

20  ing  the  year, 

21  if  the  producer  provides  evidence  that  the  producer 

22  did  not  increase  marketings  in  the  calendar  year 

23  over  the  amount  determined  by  multiplying  market- 

24  ings  of  such  producer  during  the  preceding  year  by 

25  the    market    adjustment    factor    established    under 
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1  paragraph  (2)  to  reflect  growth  or  shrinkage  in  the 

2  market  for  milk  during  the  refund  year. 

3  "(2)     Market    adjustment    factor. — The 

4  market   adjustment   factor  used   in   paragraph   (1) 

5  shall    be    established    by    the    Dairy    Stabilization 

6  Board,  in  consultation  with  the  Secretary,  at  a  per- 

7  centage  determined  by  dividing  the  amount  of  all 

8  milk  produced  in  the  48  contiguous  States  and  mar- 

9  keted  by  producers  for  commercial  use  in  the  year 

10  for  which  refunds  are  available  by  the  amount  of 

11  such  milk  marketings  in  the  year  preceding  such 

12  year. 

13  "(3)   Funds  for  refunds. — Funds  used  to 

14  make  refunds  under  this  subsection  shall  be  made 

15  available  from  the  Commodity  Credit  Corporation 

16  general  account,  except  that  such  funds  as  are  need- 

17  ed  to  cover  refunds  of  market  stabilization  deduc- 

18  tions  from  producer  revenues  shall  be  transferred  to 

19  the  Corporation's  general  account  from  the  Dairy 

20  Stabilization  Fund. 

21  "(4)  Refund  not  deemed  a  government 

22  payment. — Any  refund  under  this  subsection  shall 

23  not  be  considered  as  any  type  of  price  support  or 

24  payment  for  purposes  of  section  1211  or  1212  of  the 
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1  Food  Security  Act  of  1985   (16  U.S.C.   3811   and 

2  3821). 

3  "(j)  Collection  and  Enforcement. — 

4  "(1)    Collection. — Reductions    in    price    re- 

5  quired  under  subsection   (g)   and  deductions   from 

6  producer   revenues    required   under   subsection    (h) 

7  shall  be  collected  and  remitted  to  the  Commodity 

8  Credit  Corporation  in  the  manner  prescribed  by  the 

9  Secretary,  except  that — 

10  "(A)  in  any  year  in  which  a  market  sta- 
ll bilization  deduction  from  producer  revenues  is 

12  in  effect  under  subsection  (h)(2),  the  Secretary 

13  shall  combine  such  deduction  with  the  budget 

14  reconciliation   savings   deduction   in   effect   for 

15  that  year  under  subsection  (h)(1),  and  provide 

16  for  the  collection  of  both  deductions  together; 

17  and 

18  "(B)  on  receipt  by  the  Commodity  Credit 

19  Corporation   of  amounts   deducted   from   pro- 

20  ducer  revenues  under  subsection  (h),  the  Com- 

21  modity   Credit    Corporation    immediately   shall 

22  place  into  the  Dairy  Stabilization  Fund  that 

23  portion  of  the  receipts  that  is  due  to  the  Dairy 

24  Stabilization  Board  as  provided  in  subsection 

25  (k). 
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1  "(2)  Penalties. — If  any  person  fails  to  collect 

2  or  remit  the  reduction  required  by  subsection  (g)  or 

3  deduction  required  by  subsection  (h)  or  fails  to  com- 

4  ply  with  such  requirements  for  recordkeeping  or  oth- 

5  erwise  as  are  required  by  the  Secretary  to  carry  out 

6  such  subsection,  the  person  shall  be  liable  to  the 

7  Secretary  for  a  civil  penalty  up  to  an  amount  deter- 

8  mined  by  multiplying — 

9  "(A)  the  quantity  of  milk  involved  in  the 

10  violation;  by 

11  "(B)   the  support  rate  for  the  applicable 

12  calendar  year  for  milk. 

13  "(k)  Dairy  Stabilization  Fund. — 

14  "(1)  In  general. — There  shall  be  estabhshed 

15  in  the  Commodity  Credit  Corporation  a  special  fund, 

16  to  be  known  as  the  'Dairy  Stabilization  Fund'.  Mon- 

17  ies  in  such  Fund  shall  be  available  solely  for  the  use 

18  of  the  Dairy  Stabilization  Board  for  expenditures 

19  provided  for  in  this  Act. 

20  *'(2)  Money  into  the  fund. — There  shall  be 

21  deposited  into  the  Fund — 

22  "(A)  all  monies  collected  from  market  sta- 

23  bilization    deductions    from    producer    revenues 

24  made  under  subsection  (h)(2); 
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1  "(B)  of  the  monies  collected  from  budget 

2  reconciliation  savings  deductions  from  producer 

3  revenues   under   subsection    (h)(1)    during  any 

4  calendar  year — 

5  "(i)  that  portion  of  the  collected  de- 

6  ductions   that   is   budgeted   to   cover   the 

7  Board's  administrative  expenses  under  the 

8  Dairy  Stabilization  Plan  for  such  year  ap- 

9  proved  by  the  Secretary;  and 

10  "(ii)  that  portion  of  the  collected  de- 
ll ductions  that  is  in  compensation  for  trans- 

12  fers  to  the  Commodity  Credit  Corporation 

13  under  section  204A(h)(2)(B)  to  cover  re- 

14  funds   of  market   stabilization   deductions 

15  under  subsection  (h)(2)  made  on  the  basis 

16  of   marketings    in    the    previous    calendar 

17  year; 

18  "(C)  monies  collected  from  any  excess  pur- 

19  chases  reduction  in  price  under  subsection  (g), 

20  the  transfer  of  which  to  the  Fund  is  approved 

21  by  the  Commodity  Credit  Corporation,  under 

22  any  agreement  between  the  Board  and  the  Cor- 

23  poration  for  the  Board  to  assist  the  Corporation 

24  in  removing  from  the  market  excess  dairy  prod- 

25  ucts,  as  provided  for  in  section  204B(a)(l)(C); 
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1  "(D)  revenues  received  by  the  Board  from 

2  sales  of  dairy  products  it  has  removed  from  the 

3  market  or  from  any  other  source;  and 

4  "(E)  credits,  each  month,  from  the  general 

5  account  of  the  Commodity  Credit  Corporation 

6  to  represent  interest  earned  (at  the  then  cur- 

7  rent   rates   of  interest   being   charged   by  the 

8  Commodity  Credit  Corporation)  on  the  average 

9  outstanding  balance  in  the  Fund  during  such 

10  month. 

11  "(3)  Termination  op  fund. — The  Dairy  Sta- 

12  bilization  Fund  shall  terminate,  and  any  monies  re- 

13  maining  in  the  Fund  transferred  to  the  general  ac- 

14  count  of  the  Commodity  Credit  Corporation,  at  such 

15  time  as  the  Dairy  Stabilization  Board  winds  up  its 

16  affairs  and  all  legal  obligations  of  the  Board,  includ- 

17  ing  rebates  to  milk  producers  under  section  204A(1), 

18  have  been  met. 

19  "(1)  Use  op  the  Commodity  Credit  Corpora- 

20  TION. — The  Secretary  shall  use  the  funds,  facilities,  and 

21  authorities  of  the  Commodity  Credit  Corporation  to  carry 

22  out  this  section  and  sections  204A  and  204B.". 

23  "(b)  Conforming  Changes. — 
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1  "(1)  Redesignations. — Subsection  (k)  of  sec- 

2  tion  204  of  the  Agricultural  Act  of  1949  (7  U.S.C. 

3  1446e)  is  redesignated  as  subsection  (m). 

4  "(2)     1990    FARM    BILL    AMENDMENT. — Scction 

5  101(b)  of  the  Food,  Agriculture,  Conservation,  and 

6  Trade  Act  of  1990  (7  U.S.C.  1446e  note)  is  amend- 

7  ed  by  inserting  "or  deduction  taken  from  milk  pro- 

8  ducer  revenues"  immediately  before  the  period  at  the 

9  end  thereof. 

10  SEC.  4.  DAIRY  STABILIZATION  CSflTIATIVE. 

1 1  The  Agricultural  Act  of  1949  is  amended  by  inserting 

12  after  section  204  (7  U.S.C.  1446e)  the  following  new  sec- 

13  tions: 

14  "SEC.  204A.  DAIRY  STABILIZATION  BOARD. 

15  "(a)  Establishment. — Not  later  than  September  1, 

16  1993,   the  Secretary  of  Agriculture  shall  establish  the 

17  Dairy  Stabilization  Board  to  develop  and  implement  Dairy 

1 8  Stabilization  Plans  and  perform  other  tasks  of  the  Board 

19  provided  for  in  this  title,  subject  to  the  supervision  and 

20  regulations  of  the  Secretary. 

21  "(b)  Membership. — 

22  "(1)    In    GENERAL.— The    Dairy    Stabilization 

23  Board  shall  consist  of  18  members  appointed  by  the 

24  Secretary  as  provided  in  this  subsection.  The  Sec- 

25  retary  may  not  appoint  any  person  to  the  Board  un- 
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1  less  the  Secretary  determines  that  the  person  meets 

2  the  quaUfication  criteria  set  out  in  paragraph  (5). 

3  "(2)  Composition  of  board. — 

4  "(A)  Regional  distribution. — The   18 

5  seats  on  the  Board  shall  be  evenly  allocated 

6  among  the   6  geographic  regions  described  in 

7  paragraph  (3). 

8  "(B)     Regional     appointments. — The 

9  Secretary  shall  appoint  3  members  to  the  Board 

10  from  each  of  the  6  geographic  regions,  as  fol- 

1 1  lows: 

12  "(i)  2  members  shall  be  qualified  milk 

13  producers  whose  farms  are  located  in  that 

14  region,   each   appointed   by  the   Secretary 

15  from  among  nominees  selected  by  the  milk 

16  producers  in  such  region,   as  provided  in 

17  this  subsection;  and 

18  "(ii)    1   member  shall  be  a  qualified 

19  person  employed  in  some  capacity  in  the 

20  dairy  industry  other  than  as  a  producer, 

21  and  selected  by  the  Secretary  in  such  man- 

22  ner   as   the    Secretary   determines   appro- 

23  priate.  For  any  individual  employed  by  a 

24  company    or    organization    that    conducts 

25  business  in   more   than   one   such   region, 
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1  such  individual  will  be  deemed  to  be  lo- 

2  cated  in  the  region  in  which  such  individ- 

3  ual's  normal  place  of  business  is  located. 

4  "(3)  6  GEOGRAPHIC  REGIONS. — For  purposes  of 

5  making   regional    appointments    of  persons    to    the 

6  Board,  as  provided  in  paragraph  (2),  the  48  contig- 

7  uous  States  shall  be  grouped  into  6  regions,  as  fol- 

8  lows: 

9  "(A)  Region  I:  Connecticut,  Maine,  Massa- 

10  chusetts.   New   Hampshire,    New  Jersey,   New 

11  York,    Pennsylvania,    Rhode   Island,    and   Ver- 

12  mont. 

13  "(B)    Region   II:    Illinois,    Indiana,    Iowa, 

14  Kansas,    Michigan,    Missouri,    Nebraska,    and 

15  Ohio. 

16  "(C)  Region  III:  Alabama,  Arkansas,  Dela- 

17  ware,   Florida,   Georgia,   Kentucky,   Louisiana, 

18  Maryland,   Mississippi,    North   Carolina,   Okla- 

19  homa.  South  Carolina,  Tennessee,  Texas,  Vir- 

20  ginia,  and  West  Virginia. 

21  "(D)  Region  IV:  Wisconsin. 

22  "(E)    Region   V:    Colorado,    Idaho,    Min- 

23  nesota,  Montana,  North  Dakota,  Oregon,  South 

24  Dakota,  Utah,  Washington,  and  Wyoming. 
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1  "(F)  Region  VI:  Arizona,  California,  Ne- 

2  vada,  and  New  Mexico. 

3  "(4)  Selection  of  nominees  for  appoint- 

4  ment  as  producer  members. — 

5  "(A)  Two  NOMINEES  REQUIRED. — For  the 

6  appointment  of  the  initial  Board  and  whenever 

7  there  is  a  vacancy  on  the  Board,  the  producers 

8  in  each  of  the  6  geographic  regions  described  in 

9  paragraph  (3)  that  has  a  producer  seat  on  the 

10  Board  that  is  vacant  shall  choose,  by  election, 

1 1  two  producer  nominees  for  such  seat. 

12  "(B)     NOMINATION    PROCESS. — The    Sec- 

13  retary  shall  begin  the  process  of  appointing  a 

14  person  to  fill  a  producer  seat  on  the  Board  by 

15  soliciting  recommendations  of  the  names  of  pro- 

16  ducers  in  the  region  involved  to  be  listed  on  the 

17  ballot  for  election  as  a  nominee  for  appointment 

18  to  that  seat.  The  names  and  qualifications  of 

19  producers  for  inclusion  on  the  ballot  may  be 

20  submitted  by  any  milk  producer  in  the  region, 

21  or  any  organization  that  represents  milk  pro- 

22  ducers  in  such  region.  The  Secretary  shall  de- 

23  termine  whether  each  such  producer  submitted 

24  for  inclusion  on  the  ballot  is  eligible  to  serve  on 

25  the  Board  and  meets  the  qualification  criteria 
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1  set  out  in  paragraph  (5),  and  shall  include  on 

2  the  ballot  the  name  of  every  qualified  person 

3  determined  to  be  eligible  and  qualified  if  such 

4  person  agrees  to  permit  his  or  her  name  being 

5  put  on  the  ballot. 

6  "(C)    Elections.— The    Secretary    shall 

7  conduct  an  election  among  milk  producers  in 

8  the  region  involved  to  choose  the  two  nominees 

9  for  appointment  to  the  vacant  seat.  Each  pro- 

10  ducer  shall  have  one  vote  in  the  election  of  each 

11  nominee,  and  bloc  voting  as  provided  in  sub- 

12  paragraph  (D)  shall  be  permitted.  The  two  per- 

13  sons  receiving  the  highest  number  of  votes  in 

14  the  election  shall  be  the  nominees. 

15  ''(D)  Voting  by  associations. — For  the 

16  purpose  of  elections  under  this  paragraph,  the 

17  Secretary  shall  consider  the  vote  cast  by  any  co- 

18  operative  association  of  producers,  engaged  in  a 

19  bona   fide   manner  in   marketing  milk   or  the 

20  products  of  milk,  as  the  vote  of  the  producers 

21  who  are  members  of  or  under  contract  with 

22  such  cooperative  association  of  producers.  If  a 

23  cooperative  association  of  producers  elects  to 

24  vote  on  behalf  of  its  members,  such  cooperative 

25  association    shall    provide    each    producer,    on 
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1  whose  behalf  the  cooperative  association  is  vot- 

2  ing,  a  description  of  the  election  process  to- 

3  gether  with  a  statement  of  the  manner  in  which 

4  the  cooperative  association  intends  to  cast  its 

5  vote  on  behalf  of  the  membership.  Such  infor- 

6  mation  shall  inform  the  producer  of  procedures 

7  to  follow  to  cast  an  individual  ballot  should  the 

8  producer  so  choose  within  the  period  of  time  es- 

9  tablished  by  the  Secretary  for  casting  ballots. 

10  Such  notification  shall  be  made  at  least  10  days 

11  prior  to  the  election  and  shall  include  an  official 

12  ballot.   The  ballots  shall  be  tabulated  by  the 

13  Secretary  and  the  vote  of  the  cooperative  asso- 

14  ciation  shall  be  adjusted  to  reflect  such  individ- 

15  ual  votes. 

16  "(E)  Additional  rules. — The  Secretary 

17  shall  establish  such  additional  rules  for  the  con- 

18  duct  of  elections  to  choose  producer  nominees 

19  as  are  appropriate. 

20  "(5)  Qualification  criteria. — 

21  "(A)     Basic     criteria. — The     Secretary 

22  may  not  include  the  name  of  a  person  on  the 

23  ballot  in  an  election  to  choose  producer  nomi- 

24  nees  for  the  Board,  or  appoint  any  member  to 

25  the  Board,  unless  the  Secretary  determines  that 
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1  such  person-  meets  the  following  qualification 

2  criteria: 

3  "(i)  the  person  must  have  substantial 

4  experience  or  a  high  level  of  expertise  in 

5  the  production  of  milk,  the  marketing  of 

6  milk  or  dairy  products,  or  the  financing  of 

7  such  marketing  activities;  and 

8  "(ii)  if  the  person  is  being  considered 

9  for— 

10  "(I)    a    producer    seat    on    the 

11  Board,  the  person  must  have  served  in 

12  a  leadership  position  for  a  dairy  mar- 

13  keting  cooperative  or  other  dairy  in- 

14  dustry  organization;  or 

15  "(II)  a  non-producer  seat  on  the 

16  board,    the    person    must    have    com- 

17  parable  leadership  experience  in  his  or 

18  her  field  of  expertise. 

19  "(B)    Further   criteria. — In    choosing 

20  among  producer  nominees  or  directly  selecting 

21  non-producer  members  for  appointment  to  the 

22  Board,  the  Secretary  shall  give  priority  to  per- 

23  sons  with — 

24  "(i)  if  the  appointment  is  to  a  non- 
25  producer  seat  on  the  Board,  substantial  ex- 
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1  perience  as  a  professional  milk  marketer; 

2  or 

3  "(ii)    practical    familiarity    with,    or 

4  demonstrated  knowledge  of,  the  process  of 

5  marketing  agricultural  commodities  for  ex- 

6  port  or  the  financing  of  such  transactions; 

7  or 

8  "(iii)    practical    familiarity    with,    or 

9  demonstrated  knowledge  of,  the  mechanics 

10  and  market  effects  of  moving  dairy  prod- 

11  ucts   from   the   processing  plant   into   the 

12  market;  or 

13  "(iv)   substantial  experience  with  the 

14  Federal    milk    price    support   program    or 

15  Commodity  Credit  Corporation  removals  of 

16  dairy  products  from  the  market  under  that 

17  program. 

18  "(6)  Diversity  of  appointments. — In  mak- 

19  ing  appointments  to  the  Board,  the  Secretary  shall 

20  ensure  that  not  more  than  one  person  employed  by 

21  a  particular  company  or  associated  with  a  particular 

22  cooperative  organization  that  can  bloc  vote  in  the 

23  election  of  producer  nominees  sits  on  the  Board  at 

24  the  same  time. 
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1  "(7)   Rejection. — The   Secretary  may  reject 

2  any  nominee  selected  by  milk  producers.  If  there  are 

3  insufficient    nominations    from    which    to    appoint 

4  members  to  the  Board  as  a  result  of  the  Secretary 

5  rejecting  nominees  selected  by  milk  producers,  milk 

6  producers  shall  select  additional  nominees,  as  pro- 

7  vided  in  this  subsection, 

8  "(8)    Time    schedule. — The    Secretary   shall 

9  conduct  the  regional  elections  of  producer  nominees 

10  for  appointment  to  the  initial  Board  and  appoint  all 

11  the  initial  members  to  the  Board  no  later  than  Sep- 

12  tember   1,    1993.   Thereafter,  whenever  a  seat  be- 

13  comes  vacant  for  any  reason,  the  Secretary,  as  soon 

14  as  practicable,  shall  conduct  an  election  (if  the  va- 

15  cant  seat  is  a  producer  seat)  and  make  an  appoint- 

16  ment  of  a  person  to  fill  the  vacant  seat. 

17  "(9)  Terms  op  members. — Each  member  of 

18  the  Board  shall  serve  for  a  three-year  term,  subject 

19  to  termination  of  the  Board  by  June  30,  1999,  ex- 

20  cept  that  terms  shall  be  staggered,  as  follows: 

21  "(A)  4  of  the  producer  members  and  2  of 

22  the   non-producer   members   appointed   by  the 

23  Secretary  to  the  initial  Board  shall  have  a  1- 

24  year  term; 
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1  "(B)  4  of  the  producer  members  and  2  of 

2  the   non-producer   members   appointed   by  the 

3  Secretary  to  the  initial  Board  shall  have  a  2- 

4  year  term;  and 

5  "(C)  4  of  the  producer  members  and  2  of 

6  the   non-producer   members   appointed   by  the 

7  Secretary  shall  have  a  full  3 -year  term. 

8  "(10)   Operations   committee. — The   Board 

9  may  establish   an   Operations   Committee   for   con- 

10  sultation  and  advice,  consisting  of  persons  not  sit- 

1 1  ting  on  the  Board  who  as  a  group  are  suitably  quali- 

12  fied,  either  in  experience  or  knowledge,  in  the  var- 

13  ious  aspects  of  the  dairy  industry,  from  research  and 

14  production    to    export    marketing.    The    Operations 

15  Committee  shall  have  no  right  to  cast  votes  in  any 

16  matter  voted  on  by  the  Board  or  the  Board's  mem- 

17  ber  committees,  nor  shall  it  have  the  power  to  per- 

18  form  any  of  the  functions  of  the  Board  under  this 

19  title. 

20  "(11)  Conflict  rules. — The  members  of  the 

21  Board  shall  be  subject  to  such  conflict  of  interest 

22  rules  as  determined  appropriate  by  the  Secretary. 

23  "(12)     Reimbursement    for    expenses. — 

24  Members  of  the  Board  and  the  Operating  Committee 

25  shall  serve  \vithout  pay,  but  shall  be  allowed  reim- 
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1  bursement  for  expenses  incurred  in  their  service  on 

2  the  Board  or  Committee,  including  reasonable  travel 

3  costs  and  out-of-pocket  expenses  when  required  to  be 

4  away  from  their  home  or  place  of  business  in  the 

5  •  service  of  the  Board  or  Committee. 

6  "(13)   Removal  for  cause. — The  Secretary 

7  may  remove  any  member  of  the   Board  for  good 

8  cause  shown. 

9  "(14)    Termination    of    the    board. — The 

10  Board  shall  terminate  at  such  date — not  later  than 

11  June  30,  1999 — agreed  on  by  the  Secretary  and  the 

12  Board,  unless  extended  by  later  enactment  of  Con- 

13  gress. 

14  "(c)  Board  Procedures. — 

15  "(1)  Meetings  of  the  board. — 

16  ''(A)    First   meeting. — ^Within   2   weeks 

17  after  the  Secretary  has  appointed  a  quorum  to 

18  the  initial  Dairy  Stabilization  Board,  the  Board 

19  shall  convene  for  its  initial  meeting  and  elect  of- 

20  ficers  and  adopt  written  bylaws  and  rules  of 

21  procedure  to  govern  its  meetings. 

22  "(E)  Subsequent  meetings. — Following 

23  the  initial  meeting,  the  Board  shall  meet  at  the 

24  call  of  the  chair  or  as  requested  by  the  Sec- 

25  retary,  but  at  least  once  every  3  months. 
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1  "(2)  Quorum.— A  quorum  of  the  Board  shall 

2  be  10  persons. 

3  "(3)  Notice  to  secretary;  ex  officio  rep- 

4  RESENTATION. — The   Board   shall    notify   the    See- 

5  retary  in  advance  of  each  meeting  of  the  Board.  The 

6  Secretary,  or  a  representative  of  the  Secretary,  shall 

7  attend  each  meeting  as  a  non-voting  ex  officio  mem- 

8  ber  of  the  Board. 

9  "(d)  Duties  of  the  Board. — The  Dairy  Stabiliza- 

10  tion  Board  shall  have  the  duties  to — 

11  "(1)   prepare  annually,   for  each  of  the   1994 

12  through  1998  calendar  years,  a  Dairy  Stabilization 

13  Plan  for  that  year  and,  as  necessary,  establish  a  per 

14  hundredweight  rate  of  deductions  from  producer  rev- 

15  enues  for  such  year  under  section  204(h)(2)  to  cover 

16  the  costs  of  removals  of  surplus  dairy  products  and 

17  other  activities  of  the  Board  under  the  Plan,  and 

18  submit  both  to  the   Secretary  in  advance  for  ap- 

19  proval; 

20  "(2)  before  the  beginning  of  the  second,  third, 

21  and  fourth  quarter  of  each  calendar  year  in  which 

22  deductions  under  section   204(h)(2)   are   in   effect, 

23  make  adjustments  in  the  rate  of  deductions  for  such 

24  year  as  necessary  to  reflect  changes  in  anticipated 

25  costs  under  the  Plan  for  such  year  based  on  revi- 
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1  sions  in  the  estimate  of  net  Commodity  Credit  Cor- 

2  poration  removals  of  dairy  products  for  the  year, 

3  and  submit  any  such  adjustment  to  the  Secretary  in 

4  advance  for  approval; 

5  "(3)  prepare  and  submit  to  the  Secretary  in  ad- 

6  vance  for  approval  the  Board's  proposed  budget  for 

7  each  calendar  year  it  is  in  operation; 

8  "(4)  implement  each  annual  Dairy  Stabilization 

9  Plan  and  approved  budget,  and  coordinate  activities 

10  under  the  Plan  with  the  programs  of  the  Depart- 

1 1  ment  of  Agriculture; 

12  "(5)   evaluate   results  under   each   Dairy   Sta- 

13  bilization  Plan  and  report  on  the  evaluations  to  the 

14  Secretary,  and  provide  a  copy  of  each  such  report  to 

15  the  Senate  Committee  on  Agriculture,  Nutrition,  and 

16  Forestry  and  the  House  Committee  on  Agriculture; 

17  "(6)  with  respect  to  the  estimate  of  the  value 

18  and  volume  of  Commodity  Credit  Corporation  milk 

19  and  milk  product  purchases  made  by  the  Secretary 

20  by  November  20  under  section  204(f),  in  cooperation 

21  with  the  Secretary,  make  monthly  revisions  of  such 

22  estimate  for  each  month  of  the  year  to  which  the  es- 

23  timate  applies; 
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1  "(7)   manage  funds  deposited  into  the  Dairy 

2  Stabilization  Fund,  as  provided  in  section  240(j); 

3  and 

4  "(8)   establish   the   refund  market   adjustment 

5  factor   for   each   year   as   provided   for   in    section 

6  204(i)(2). 

7  "(e)  Powers  of  the  Board — 

8  "(1)  General  powers. — The  Dairy  Stabiliza- 

9  tion  Board  may — 

10  "(A)  adopt  bylaws  and  issue  rules  and  reg- 

11  ulations   governing   the   manner   in   which   its 

12  business  may  be  conducted  and  the  powers  vest- 

13  ed  in  it  may  be  exercised; 

14  "(B)  sue  and  be  sued,  complain  and  de- 

15  fend,  in  any  court  of  law  or  equity.  State  or 

16  Federal.  All  suits  of  a  civil  nature  at  common 

17  law  or  in  equity  to  which  the  Board  shall  be  a 

18  party  shall  be  deemed  to  arise  under  the  laws 

19  of  the  United  States,  and  the  United  States  dis- 

20  trict    courts    shall    have    original    jurisdiction 

21  .  thereof,  without  regard  to  the  amount  in  con- 

22  troversy,  and  the  Board,  in  any  capacity,  with- 

23  out  bond  or  security,  may  remove  any  such  ac- 

24  tion,  suit,  or  proceeding  froi^i  a  State  court  to 

25  the  United  States  district  court  for  the  district 
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1  or  division  embracing  the  place  where  the  same 

2  is  pending  by  following  any  procedure  for  re- 

3  moval  then  in  effect; 

4  "(C)  incur  and  pay  for  administrative  and 

5  other  expenses  under  this  title; 

6  "(D)  appoint  staff,  define  their  duties,  and 

7  fix  and  provide  their  compensation; 

8  "(E)  enter  into  contracts  and  agreements 

9  as  necessary  in  the  conduct  of  its  business; 

10  "(F)  contract  for  the  use,  in  accordance 

1 1  with  the  usual  customs  of  trade  and  commerce, 

12  of  plants  and  facilities  for  the  physical  han- 

13  dling,  storage,  processing,  servicing,  and  trans- 

14  portation  of  dairy  products  subject  to  its  con- 

15  trol;  and 

16  "(G)  make  final  and  conclusive  settlement 

17  and  adjustment  of  any  claims  by  or  against  the 

18  Board  or  its  accounts;  and 

19  "(H)  use  and  expend  monies  in  the  Dairy 

20  Stabilization    FHind    for    purposes    authorized 

21  under  this  Act;  and 

22  "(I)  exercise  such  other  powers  incidental 

23  to  its  performance  of  functions  required  or  au- 

24  thorized  for  it  under  this  title. 
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1  "(2)   Specific  powers. — To  meet  its  duties 

2  under  this  title  and  implement  Dairy  Stabilization 

3  Plan,  the  Dairy  Stabilization  Board  may  use  its  gen- 

4  eral  powers  to — 

5  "(A)    remove,    or   cause   the    removal,    of 

6  dairy  products  from  the  domestic  commercial 

7  market  or  accept  donated  stocks  from  the  Com- 

8  modity  Credit  Corporation,  and  maintain  such 

9  products  in  inventory, 

10  "(B)    dispose,    or   cause   the   disposal,    of 

1 1  dairy  products  it  has  removed  from  the  market 

12  or  received  from  the  Commodity  Credit  Cor- 

13  poration  through  outlets  that  are  not  in  com- 

14  petition  with   United   States   commercial   mar- 

15  kets,  primarily  through  export  sales; 

16  "(C)    transfer   to    the    Commodity   Credit 

17  Corporation,    at   the   Corporation's    announced 

18  price,  dairy  products  it  has  removed  from  the 

19  market,  as  necessary  for  Board  or  Corporation 

20  stock  management  purposes,   and   the   regula- 

21  tions  of  the  Corporation  shall  so  provide; 

22  "(D)  cause  the  export  of  dairy  cattle;  and 

23  "(E)    conduct   other   activities   related   to 

24  market  development  and  product  disposal  speci- 

25  fied  in  section  204B(d),  as  necessary  to  meet 
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1  its  responsibilities  under  this  title  and  Dairy 

2  Stabilization  Plans. 

3  "(f)  Budgets  of  the  Board. — 

4  "(1)   Preparation. — Not  later  than  October 

5  31  of  each  of  the  calendar  years  1993  through  1997, 

6  the  Dairy  Stabilization  Board  shall  prepare  and  sub- 

7  mit  to  the  Secretary  for  approval  a  budget  of  its  an- 

8  ticipated  expenses  and  disbursements  in  the  upcom- 

9  ing  calendar  year. 

10  "(2)  Items  in  each  budget. — 

11  "(A)    In    general. — Each    such    budget 

12  shall  provide — 

13  "(i)  a  detailed  account  of  the  Board's 

14  anticipated    administrative    expenses    and 

15  other  outlays  to  be  incurred  in  implement- 

16  ing  the  Dairy  Stabilization  Plan  for  the 

17  upcoming  year; 

18  "(ii)  an  estimate  of  expected  revenues 

19  to  the  Board  during  the  upcoming  year,  to 

20  which  the  budget  of  expenditures  shall  be 

21  reconciled; 

22  "(iii)   an  estimate  of  the  anticipated 

23  outlays  to  be  incurred  for  administrative 

24  expenses  for  the  upcoming  year; 
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1  "(iv)    an   analysis   of  anticipated   ex- 

2  penditures    for    administrative    expenses, 

3  showing  how  they  are  being  kept  to  the 

4  minimum   necessary   to   operate   the   pro- 

5  grams  of  the  Board;  and 

6  "(v)  a  description  of  the  anticipated 

7  contracts  during  such  year  for  the  removal 

8  and  disposition  of  surplus  dairy  products. 

9  "(B)    Additional    items. — The    budget 

10  prepared  for  calendar  year  1994  shall  include 

11  an  additional  amount  to  reimburse  the  Com- 

12  modity  Credit  Corporation  for  expenditures  to 

13  cover  expenses  of  the  Board  prior  to  January  1, 

14  1994;   and   the  budget  prepared   for  calendar 

15  year  1998  shall  include  an  additional  amount  to 

16  cover  the  Board's  administrative  expenses  to  be 

17  incurred  in  1999  in  wrapping  up  its  business. 

18  "(3)  Submission  with  plan;  approval  re- 

19  QUIRED. — Each   budget   prepared   under   this   sub- 

20  section  shall  be  submitted  to  the  Secretary  with  the 

21  Dairy  Stabilization  Plan  for  the  year  involved;  and 

22  no  budget  may  be  implemented  prior  to  its  approval 

23  by  the  Secretary.  Each  such  budget  shall  be  re- 

24  viewed  for  approval  by  the  Secretary  under  the  pro- 
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1  cedures  provided  for  review  and  approval  of  Dairy 

2  Stabilization  Plans  under  section  204B(b)(2). 

3  "(g)  administration;  contracting. — 

4  "(1)    Limitation    on    administrative    ex- 

5  PENSES. — For  any  calendar  year  in  which  the  Sec- 

6  retary  estimates  under  section  204(f)  that  the  level 

7  of  Commodity  Credit  Corporation  purchases  of  milk 

8  and  the  products  of  milk  will  exceed  5,000,000,000 

9  pounds  (milk  equivalent,  total  milk  solids  basis),  the 

10  Board  may  not  budget  for  or  incur  administrative 

11  expenses  (including  the  cost  of  paying  employees  of 

12  the  Board)  in  the  year  that  exceed  the  lesser  of — 

13  "(A)  $2,000,000,  or 

14  "(B)  5  percent  of  the  annual  budget  of  the 

15  Board  for  the  year. 

16  "(2)  Contracts  for  services. — 

17  "(A)    In   general. — To   ensure   efficient 

18  use  of  funds  available  to  the  Dairy  Stabilization 

19  Board  under  this  title  and  avoid  duplication  of 

20  efforts,  whenever  possible,  the  Board  shall  enter 

21  into  contracts  and  agreements  for  the  removal 

22  of  dairy  products  from  the  market,  the  disposi- 

23  tion     of     such     products,     and     such     other 

24  nonadministrative  activities  of  the  Board,  and 
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1  for  the  payment  of  the  cost  thereof  with  funds 

2  available  to  the  Board  under  this  title. 

3  "(B)    Coverage    of    rule. — The    tasks 

4  that  may  be  included  under  a  contract  or  agree- 

5  ment  include,  but  are  not  limited  to,  offers  to 

6  buy,  purchases  of  dairy  products,  storage  and 

7  delivery  of  dairy  products,  management  of  dairy 

8  product   inventories,    and    statistical    collection 

9  and  analysis. 

10  "(C)    Requirements. — ^Any   contract   or 

11  agreement  of  the  Board  under  this  paragraph 

12  shall  be   subject  to  the  approval   of  the   Sec- 

13  retary;  and  the  contracting  or  agreeing  party 

14  shall   keep   accurate   records   of  all   its   trans- 

15  actions,    account   for   funds    received    and   ex- 

16  pended,  make  periodic  reports  to  the  Board  of 

17  activities  conducted,  and  make  such  other  re- 

18  ports  as  the  Board  or  the  Secretary  may  re- 

19  quire. 

20  "(3)  Direct  sales  by  others. — The  Board 

21  shall  ensure  the  actual  export  marketing  and  sale  of 

22  dairy  products  it  has  removed  from  the  market  are 

23  done  by  dairy  cooperatives  and  other  persons  en- 

24  gaged  in  international  marketing,  rather  than  by  it- 

25  self  or  its  agents. 
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1  "(h)  Funding  for  the  Board;  Expenditures. — 

2  "(1)  In  general. — 

3  "(A)  Dairy  stabilization  fund. — Mon- 

4  ies  in  the  Dairy  StabiUzation  Fund  estabHshed 

5  under  section  204(k)  shall  be  available  to  the 

6  Dairy  Stabilization  Board  for  expenditure,  ef- 

7  fective  January  1,   1994,   as  provided  in  this 

8  subsection. 

9  "(B)   CCC  FUNDS.— Prior  to  January  1, 

10  1994,  the  activities  of  the  Board  in  starting  up 

11  operation  and  preparing  the  initial  Dairy  Sta- 
ll bilization  Plan  shall  be  paid  with  funds  of  the 

13  Commodity  Credit  Corporation.   The  Corpora- 

14  tion  shall  be  reimbursed  by  the  Board  for  such 

15  payments  from  monies  placed  in  the  Dairy  Sta- 

16  bilization  Fund  during  1994. 

17  "(2)  Limitation. — Monies  in  the  Dairy  Sta- 

18  bilization  Fund  may  be  expended  by  the  Board  only 

19  to— 

20  "(A)  cover  budgeted  activities  of  the  Board 

21  under    a    budget    approved    by   the    Secretary 

22  under  section  204B(b)(2); 

23  "(B)    transfer   to    the    Commodity   Credit 

24  Corporation    general    account    reimbursements 

25  provided  for  in  paragraph  (1)(B),  and  as  nec- 
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1  essary  monies  to  provide  for  refunds  to  produc- 

2  ers  of  market  stabilization  deductions  from  pro- 

3  ducer  revenues,  as  provided  in  section  204(i); 

4  and 

5  "(C)  provide  for  rebates  to  milk  producers 

6  of  excess  monies  remaining  in  the  Fund  when 

7  the  Board  is  terminated,  as  provided  in  sub- 

8  section  (k). 

9  "(3)  Carryover  op  funds. — To  allow  for  con- 

10  tinuity  of  activities  of  the  Board  from  year  to  year, 

11  monies   in   the   Dairy  Stabilization   Fund   shall   be 

12  available  to  the  Board  without  fiscal  or  calendar 

13  year  limitation,  except  that,  in  any  year  into  which 

14  monies  are  carried  over,  the  amount  of  any  market 

15  stabilization  deduction  from  producer  revenues  for 

16  the  year  under  section  204(h)(2)  shall  be  reduced  by 

17  the  amount  of  the  carryover. 

18  "(j)  Books  and  Records. — 

19  "(1)    In    general.— The    Dairy    Stabilization 

20  Board  shall— 

21  "(A)    maintain    such    books    and    records 

22  (which  shall  be  available  to  the  Secretary  for  in- 

23  spection  and  audit)  as  the  Secretary  may  pre- 

24  scribe; 
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1  "(B)  prepare  and  submit  to  the  Secretary, 

2  from  time  to  time,   such  reports  as  the  Sec- 

3  retary  may  prescribe;  and 

4  "(C)  account  for  the  receipt  and  disburse- 

5  ment  of  all  funds  entrusted  to  the  Board. 

6  "(2)  Audits.— The  Board  shall  cause  its  books 

7  and  records  to  be  audited  by  an  independent  auditor 

8  at  the  end  of  each  fiscal  year,  and  a  report  of  such 

9  audit  to  be  submitted  to  the  Secretary. 

10  "(k)  FACA  Not  Applicable.— The  Federal  Advi- 

11  sory  Committee  Act  (5  U.S.C.  App.  2)  shall  not  apply  to 

12  the  Board,  or  the  operations  of  the  Board. 

13  "(1)  Rebates  on  Termination  of  Board. — 

14  "(1)  In  general.— At  the  time  that  the  Board 

15  terminates  and  winds  up  its  affairs,  any  funds  re- 

16  maining  in  the  Dairy  Stabilization  Fund  shall  be  re- 

17  bated  to  milk  producers  who  have  been  subject  to 

18  market     stabilization     deductions     under     section 

19  204(h)(2),  unless  the  administrative  costs  of  distrib- 

20  uting  any  such  rebate  will  exceed  the  amount  re- 

21  bated  (in  which  case,  the  amount  shall  revert  to  the 

22  Commodity  Credit  Corporation  general  account).  Re- 

23  bates  shall  be  made  pro  rata,  based  on  the  cumu- 

24  lative  amount  deducted  from  the  revenues  of  each 

25  milk  producer  under  section  204(h)(2). 
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1  "(2)  Rebate  not  deemed  a  government 

2  payment. — ^Any  rebate  under  this  paragraph  shall 

3  not  be  considered  as  any  type  of  price  support  or 

4  payment  for  purposes  of  section  1211  or  1212  of  the 

5  Food  Security  Act  of  1985  (16  U.S.C.  3811  and 

6  3821). 

7  "SEC.  204B.  DAIRY  STABILIZATION  PLANS. 

8  "(a)  Requirements. — 

9  "(1)  In  GENERAL. — The  Dairy  Stabilization 
10  Board  shall  prepare  and  implement  a  Dairy  Sta- 
ll bilization  Plan  for  each  of  the  calendar  years  1994 

12  through  1998,  as  provided  in  this  section,  that  shall 

13  provide  a  business  plan  of  operation  for  the  Dairy 

14  Stabilization  Board  for  the  year,  and  shall  include 

15  the  following  elements: 

16  "(A)  Generally. — The  Plan  for  any  year 

17  may  include  such  of  the  activities  described  in 

18  subsection  (d)  or  comparable  activities  within 

19  the  authority  of  the  Board  that  are  determined 

20  by  the  Board,  to  be  appropriate  for  such  year. 

21  "(B)  When  estimated  ccc  purchases 

22  EXCEED  5,000,000,000  POUNDS. — For  any  year 

23  in  which  the  Secretary  estimates,  by  November 

24  20  of  the  preceding  year,  that  Commodity  Cred- 

25  it  Corporation  purchases  of  milk  and  the  prod- 
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1  ucts  of  milk  will  exceed  5,000,000,000  pounds 

2  (milk  equivalent,  total  milk  solids  basis),  the 

3  Plan  shall  provide  for — 

4  "(i)  timely  market  intervention  meas- 

5  ures  by  the   Board   to   remove   from   the 

6  market  an  amount  of  dairy  products  that 

7  is  equivalent  to  the  portion  of  the  esti- 

8  mated  Commodity  Credit  Corporation  pur- 

9  chases  in  excess  of  5,000,000,000  pounds 

10  but  not  in  excess  of  7,000,000,000  pounds; 

11  and 

12  "(ii)   other  appropriate   measures   by 

13  the  Dairy  Stabilization  Board  to  stabilize 

14  milk  and  dairy  product  prices,  and  to  im- 

15  prove  farm  income  during  such  year. 

16  "(C)  When  estimated  ccc  purchases 

17  EXCEED  7,000,000,000  POUNDS. — For  any  year 

18  in  which  the  Secretary  estimates,  by  November 

19  20  of  the  preceding  year,  that  Commodity  Cred- 

20  it  Corporation  purchases  of  milk  and  the  prod- 

21  ucts  of  milk  will  exceed  7,000,000,000  pounds 

22  (milk  equivalent,  total  milk  solids  basis),  the 

23  Plan  shall  provide  for  such  supplemental  mar- 

24  ket    intervention    measures    that    the    Board 

25  agrees  with  the  Commodity  Credit  Corporation 
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1  that  it  should  undertake  if  approved  by  the  Sec- 

2  retaiy,  regarding  those  anticipated  purchases  in 

3  excess  of  7,000,000,000  pounds,  using  for  such 

4  purposes  monies  transferred  to  the  Dairy  Sta- 

5  bilization  Fund  by  the  Commodity  Credit  Cor- 

6  poration  from  the  collected  reductions  in  price 

7  under  section  204(g). 

8  "(D)  Continuation  and  carryover. — 

9  For  the  second  and  succeeding  Plans,  to  the  ex- 

10  tent  necessary  or  appropriate,  the  Plan  shall 

11  provide  for  the  continuation  of  activities  initi- 

12  ated  in  the  preceding  year  and  the  carryover  of 

13  funds  made  available  for  the  preceding  year  but 

14  not  expended  and  the  payment  of  obligations  in- 

15  curred  in  the  preceding  year  but  not  paid. 

16  "(D)  1998  PLAN.— The  Plan  for  calendar 

17  year   1998   shall  cover  activities  and  expendi- 

18  tures  of  the  Board  in  1999  to  wind  up  the  busi- 

19  ness  of  the  Board. 

20  "(2)  Rate  of  deduction. — For  any  year  in 

21  which  the  Secretary  estimates,  by  November  20  of 

22  the  preceding  year,  that  Commodity  Credit  Corpora- 

23  tion  purchases  of  milk  and  the  products  of  milk  will 

24  exceed  5,000,000,000  pounds  (milk  equivalent,  total 

25  milk  solids  basis),  the  Plan  for  such  year  also  shall 
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1  establish  the  rate,  per  hundredweight,  of  the  market 

2  stabiUzation     deduction     from     producer     revenues 

3  under  section  204(h)(2)  at  a  level  sufficient  to  cover 

4  the  budgeted  outlays  of  the  Board  (other  than  for 

5  administrative  costs)  for  its  activities  under  the  plan 

6  during  such  year,  net  of  any  monies  otherwise  in  the 

7  Daily  Stabilization  Fund  or  otherwise  allocated  to 

8  the  Board  for  such  year. 

9  "(b)  Schedule  for  De\^lopment  of  Plan. — 

10  "(1)    Preparation    and    submittal. — Each 

1 1  Dairy  Stabilization  Plan  for  a  year  (A)  shall  be  pre- 

12  pared,  and  the  rate  of  the  market  stabilization  de- 

13  duction  determined  (if  necessary  of  such  year),  dur- 

14  ing  the  period  after  the  preliminary  estimate  of  net 

15  Commodity  Credit   Corporation   purchases   of  milk 

16  and  milk  products  for  a  year  is  issued  on  August  1 

17  of  the  preceding  year,  and  (B)  shall  be  submitted  to 

18  the  Secretary  for  approval  not  later  than  October  31 

19  preceding  the  year  the  plan  addresses. 

20  "(2)  Review  by  secretary. — The  Secretary 

21  shall  review  each  proposed  Plan  and  rate  of  the  mar- 

22  ket   stabilization   deduction   (if  necessary  for   such 

23  year),  and  either  approve  or  disapprove  the  Plan  and 

24  rate,  within  20  days  after  receiving  them.  If  the  Sec- 
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1  retary  disapproves  a  proposed  Plan  or  the  rate  of 

2  deduction,  the  Secretary  shall — 

3  "(A)   specify  the  reasons  for  disapproval, 

4  and  give  the  Board  an  additional  10  days  to 

5  modify  the  Plan  or  deduction  rate  to  meet  those 

6  concerns  and  resubmit  it  for  the  Secretary's  ap- 

7  proval;  or 

8  "(B)  with  respect  to  a  disapproved  Plan, 

9  draft  an  alternative  play  or  program  for  imple- 

10  mentation  by  the  Board  that  would  achieve  the 

11  same  goals  as  the  Plan  proposed  by  the  Board 

12  at  the  same  or  lower  cost  to  milk  producers. 

13  "(e)  Quarterly  Revisions. — 

14  "(1)    In    general. — The    Dairy    Stabilization 

15  Plan  for  any  year  shall  be  updated  and  revised  at 

16  the  beginning  of  each   of  the   second,   third,   and 

17  fourth  quarters  of  the  year,  or  at  such  other  times 

18  specified  by  the  Secretary  or  determined  necessary 

19  by  the  Board.  Any  such  revision  may  not  go  into  ef- 

20  feet  until  approved  by  the  Secretary. 

21  "(2)  Revision  of  deduction  rate. — ^Any  re- 

22  vision  of  a  Plan  at  the  beginning  of  the  second, 

23  third,  or  fourth  quarter  of  a  year,  as  provided  in 

24  paragraph  (1),  may  include  a  revision  in  the  rate, 

25  per  hundredweight,  of  the  market  stabilization  de- 
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1  duction     from     producer    revenues    under    section 

2  204(h)(2)    for   such  year,    as   necessary  to   reflect 

3  changes  in  anticipated  costs  under  the  Plan  for  such 

4  year  based  on  revisions  in  the  estimate  of  Commu- 

5  nity  Credit  Corporation  purchases  of  milk  and  the 

6  products  of  milk  during  such  year.  Any  such  revision 

7  may  not  go  into  effect  until  approved  by  the  Sec- 

8  retary. 

9  "(d)  Activities  of  the  Board  in  Implementing 

10  A  Plan. — 

11  "(1)  When  estimated  ccc  purchases  ex- 

12  ceed  5,000,000,000  pounds. — The  Dairy  Stabiliza- 

13  tion  Board,  in  implementing  the  Dairy  Stabilization 

14  Plan  for  any  year  in  which  the  Secretary  estimates, 

15  by  November  20  of  the  preceding  year,  that  Com- 

16  modity  Credit  Corporation  purchases  of  milk  and  the 

17  products  of  milk  will  exceed  5,000,000,000  pounds 

18  (milk  equivalent,  total  milk  solids  basis),  the  Board 

19  may  undertake  the  follo^ving  activities  as  authorized 

20  under  the  Plan: 

21  "(A)  To  acquire,  or  otherwise  cause  the  re- 

22  moval  of,  dairy  products  from  domestic  com- 

23  mercial  markets  on  the  basis  of  bids  by  sellers 

24  in  response  to  initiations  for  bids  announced  by 

25  the  Board. 
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1  "(B)  To  acquire,  or  otherwise  cause  the  re- 

2  moval  of,  dairy  products  from  domestic  com- 

3  mercial  markets  at  announced  prices  during  pe- 

4  riods  announced  by  the  Board. 

5  "(C)  To  implement  a  program  to  cause  the 

6  export  of  dairy  products  the  Board  has  removed 

7  from  the  market,  in  coordination  with  the  ac- 

8  tivities  of  the  Foreign  Agricultural  Service  in 

9  implementing  the  Dairy  Export  Incentive  Pro- 

10  gram  under  section  153  of  the  Food  Security 

11  Act  of  1985  (15  U.S.C.  713a-14)  and  subject 

12  to   the   oversight  of  the   Foreign  Agricultural 

13  Service.   Under  the  program,   the  Board  may 

14  cause  the  export  of  dairy  products  with  the  as- 

15  sistance    of   export    bonuses    provided    by   the 

16  Board,  and  determined  on  the  basis  of  bids  by 

17  exporters  in  response  to  invitations  for  bids  an- 

18  nounced  by  the  Board.  In  implementing  such  a 

19  program,  the  Board  shall  enter  into  an  agree- 

20  ment  with  the  General  Sales  Manager  to  seek 

21  the   Manager's   prior   approval   of  any   export 

22  transactions  under  the  program.  This  program 

23  shall  not  be  implemented  as  a  replacement  for 

24  the  Dairy  Export  Incentive  Program,  but  as  a 

25  supplement  to  it. 
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1  "(D)  To  implement  a  program  to  cause  the 

2  export  of  dairy  cattle,  subject  to  the  oversight 

3  of  the  Foreign  Agricultural  Service.  Under  the 

4  program,  the  Board  may  cause  the  export  of 

5  dairy  cattle  with  the  assistance  of  export  bo- 

6  nuses  provided  by  the  Board,  and  determined 

7  on  the  basis  of  bids  by  exporters  in  response  to 

8  invitations  for  bids  announced  by  the  Board. 

9  "(E)  To  effect  the  sale  abroad,  at  world 

10  market  prices,  of  dairy  products  removed  from 

1 1  the  market  by  the  Board. 

12  "(F)  To  effect  the  domestic  sale  for  unre- 

13  stricted  use  of  dairy  products  removed  from  the 

14  market  by  the  Board  at  market  prices,  but  in 

15  no  case  less  than  110  percent  of  the  Commodity 

16  Credit  Corporation  announced  purchase  prices 

17  for  the  products. 

18  "(G)    To   donate,   through   the   Secretary, 

19  products  the  Board  has  removed  from  the  mar- 

20  ket  to  domestic  and  international  feeding  and 

21  aid  programs,  as  needed  for  emergency  or  dis- 

22  aster  assistance. 

23  "(H)  To  transfer  dairy  products  it  has  re- 

24  moved    from   the   market   to    the    Commodity 

25  Credit   Corporation   at   the   Corporation's   an- 
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1  nounced  purchase  price  (less  an  amount,  deter- 

2  mined  by  the  Secretary,  to  represent  the  aver- 

3  age  level  of  bonus  paid  to  exporters  under  the 

4  Dairy  Export  Incentive  Program),  as  necessary 

5  to  manage  Corporation  or  Board  inventories. 

6  "(2)  CCC  OPERATIONS. — Notwithstanding  any 

7  other  provision  of  law,  the  Commodity  Credit  Cor- 

8  poration  shall  accept  the  transfer  of  dairy  products 

9  from  the  Board  as  provided  in  paragraph  (1)(H), 

10  and  at  any  time  may  transfer  its  excess  inventories 

11  of  dairy  products  to  the  control  of  the  Board,  as 

12  necessary  to  manage  Corporation  or  Board  stocks  or 

13  as  provided  for  in  paragraph  (4) (A). 

14  "(3)  When  estimated  ccc  purchases  are 

15  5,000,000,000   POUNDS   OR   LESS. — The   Dairy   Sta- 

16  bilization  Board,   in  implementing  the  Dairy  Sta- 

17  bilization  Plan  for  any  year  in  which  the  Secretary 

18  estimates,  by  November  20  of  the  preceding  year, 

19  that   Commodity  Credit  Corporation  purchases  of 

20  milk  and  the  products  of  milk  will  be  5,000,000,000 

21  pounds  or  less   (milk  equivalent,   total  milk  sohds 

22  basis)  the  Board  may  undertake  the  following  activi- 

23  ties  as  authorized  under  the  plan: 

24  "(A)    To   dispose   of  carryover   stocks   of 

25  dairy  products  it  had  removed  from  the  market 
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1  in  a  previous  year,  in  any  manner  as  specified 

2  in  paragraph  (1). 

3  "(B)  To  cause  the  export  of  dairy  heifers 

4  with  the  assistance  of  export  bonuses  provided 

5  by  the  Board  on  the  basis  of  bids  by  exporters 

6  in  response  to  invitations  for  bids  announced  by 

7  the  Board. 

8  "(4)    In    general. — The    Dairy    StabiUzation 

9  Board,  in  implementing  the  Dairy  StabiUzation  Plan 

10  for  any  year,  may  undertake  the  following  activities 

11  as  authorized  under  the  Plan: 

12  "(A)   To  accept  stocks  of  dairy  products 

13  transferred  from  the   Commodity  Credit  Cor- 

14  poration  for  use  in  projects  under  the  Plan. 

15  "(B)   To  provide  funding  to  the  Foreign 

16  Agricultural  Service  cooperator  organization  for 

17  dairy  products  to  implement  export  market  de- 

18  velopment  projects. 

19  "(C)  To  work  with  the  Commodity  Credit 

20  Corporation,  the  Foreign  Agricultural  Service, 

21  marketing  organizations,  and  other  entities  in 

22  the  dairy  industry  in  facilitating  export  sales  of 

23  dairy  products. 

24  "(D)  To  work  with  the  Commodity  Credit 

25  Corporation   and,   through   the   Secretary,   hu- 
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1  manitarian  relief  and  development  organizations 

2  in  providing  dairy  products  for  emergency  relief 

3  and  development  programs. 

4  "(E)  To  develop  surplus  disposal  opportu- 

5  nities  for  use  in  years  in  which  removals  of  sur- 

6  plus  dairy  products  under  the  Dairy  Stabiliza- 

7  tion  Plans  will  be  needed. 

8  "(5)  Contracts  and  agreements. — In  order 

9  to  efficiently  manage  stock  acquisition  and  disposi- 

10  tion   under   the   Dairy   Stabilization   Plans   and   to 

11  avoid  excessive  overhead  and  unnecessary  dupliea- 

12  tion  in   any  area  of  the   Board's  operations,   the 

13  Board  shall  contract  or  enter  agreements,  as  author- 

14  ized  in  section  204A,  for  the  performance  of  any  or 

15  all  of  the  functions  described  in  paragraphs  (1),  (3), 

16  and  (4)  or  similar  functions  included  in  Dairy  Sta- 

17  bilization  Plans  and  approved  by  the  Secretary. 

18  "(6)  Limits  on  market  intervention. — The 

19  Board  shall  ensure  that  any  activity  under  a  Dairy 

20  Stabilization  Plan  does  not  interfere  with   normal 

21  commercial   inventory  build-ups   of  dairy  products 

22  that  are  necessary  to  ensure  adequate  supplies  on  a 

23  year-round  basis.  In  this  regard,  the  criterion  the 

24  Board   shall  use   in   planning  activities  under  any 

25  Plan  is  that  intervention  by  the  Board  in  the  market 
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1  should  promote  moderate,  regulated  market  adjust- 

2  ments  and  prevent  steep  or  contraseasonal  declines 

3  in  the  prices  for  dairy  products.". 

4  SEC.    5.    REVISIONS    OF    AUTHORITY    FOR   "EXCESS    PUR- 

5  CHASES"  REDUCTIONS  IN  PRICE. 

6  Effective  January  1,  1994,  subsection  (g)  of  section 

7  204  of  the  Agricultural  Act  of  1949  (7.  U.S.C.  1446e) 

8  is  amended  by  adding  at  the  end  thereof  the  following: 

9  "(3)  Targeted  reductions. — 

10  "(A)  In  GENERAL. — In  any  year  in  which 

11  a  reduction  in  price  under  this  subsection  is  in 

12  effect,  if  during  any  two  consecutive  months  of 

13  such  year,  the  United  States  average  manufac- 

14  turing  grade  milk  price,  as  reported  by  the  Sec- 

15  retary,   does   not   exceed   the   Federal   support 

16  price  for  milk  by  more  than  50  cents  per  hun- 

17  dredweight,  beginning  the  following  month  the 

18  reduction  in  price  shall  cease  being  collected  on 

19  a  uniform  basis  on  all  milk  produced  in  the  48 

20  contiguous  States  and  marketed  by  producers 

21  for  commercial  use,  and  shall  be  collected  from 

22  each  milk  producer  in  the  contiguous  48  States 

23  only  on  the  quantity  of  milk  marketed  during 

24  each  month  by  the  producer  in  excess  of  the 

25  producer's  monthly  base  for  milk  marketings. 
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1  "(B)  Rate  op  reduction. — The  amount 

2  of  the  reduction  in  the  price  received  by  produc- 

3  ers  on  such  over-base  milk  marketings  shall  be 

4  an  amount  per  hundredweight  determined  by 

5  the  Secretary  to  be  sufficient,  when  applied  to 

6  the  amount  of  all  such  over-base  milk  market- 

7  ings  during  the  remainder  of  the  year,  as  esti- 

8  mated  by  the  Secretary,  to  result  in  total  reduc- 

9  tions  during  the  remainder  of  the  year  equal  to 

10  the  total  amounts  of  reductions  in  price  that 

1 1  would  otherwise  be  made  on  a  uniform  basis  on 

12  all  milk  marketings  under  the  procedures  pro- 

13  vided  in  paragraph  (2). 

14  "(C)   Bases. — For  purposes  of  determin- 

15  ing,  for  each  milk  producer,  whether  the  pro- 

16  ducer  is  subject  to  the  targeted  reduction  in 

17  price   under   this   paragraph,   an   annual   base 

18  made  up  of  12  monthly  bases  will  be  established 

19  by  the  Secretary  for  each  dairy  farm  reflecting 

20  the  farm's  milk  marketings  during  the  preced- 

21  ing  year.  New  milk  producers  will  be  assigned 

22  a  base  equal  to  75  percent  of  their  milk  market- 

23  ings  during  each  month  of  the  year  the  reduc- 

24  tion  is  in  effect. 
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1  "(D)      Maximum      targeted      reduc- 

2  TIONS. — No  milk  producer  shall  be  liable  for  a 

3  targeted   reduction   in   price  under  this   para- 

4  graph  on  more  than  25  percent  of  the  produc- 

5  er's  marketings  during  any  month  targeted  re- 

6  ductions  are  in  effect. 

7  ''(E)  Termination  of  targeted  reduc- 

8  TIONS. — If,   after  targeted  reductions  in  price 

9  are  implemented  during  a  year  under  this  para- 

10  graph  the  United  States  average  manufacturing 

11  grade  milk  price,  as  reported  by  the  Secretary, 

12  rises  to  exceed  the  support  price  for  milk  by 

13  more  than  $1.50  per  hundredweight  during  two 

14  consecutive  months  of  such  vear,  involved,  be- 

15  ginning  the  following  month,  the  targeted  re- 

16  duction  in  price  will  cease  being  collected,  and 

17  the  reduction  in  price  shall  be  made  uniformly 

18  on    all    milk    produced    in    the    48    contiguous 

19  States  and  marketed  by  producers  for  commer- 

20  cial  use  in  the  amount  provided  for  in  para- 

21  graph  (2). 

22  "(4)  Termination  of  all  reductions. — Not- 

23  withstanding  any  other  provision  of  this  subsection, 

24  if  at  any  time  during  a  year  in  which  reductions  in 

25  price  are  being  made  under  this  subsection,  the  Sec- 
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1  retary,  in  consultation  with  the  Dairy  Stabihzation 

2  Board,  projects  (based  on  the  monthly  revised  esti- 

3  mates  of  Commodity  Credit  Corporation  purchases 

4  of  milk  and  the  products  of  milk  made  under  sub- 

5  section  (f)(2))  that  Corporation  purchases  of  milk 

6  and  the  products  of  milk  during  such  year  shall  not 

7  exceed  7,000,000,000  pounds  (milk  equivalent,  total 

8  milk  solids  basis),  less  such  amounts  of  estimated 

9  Corporation  purchases  covered  by  the  Board's  Dairy 

10  Stabilization  Plan  for  that  year,   the  reduction  in 

1 1  price  under  this  subsection  will  cease  being  made  for 

12  the  remainder  of  the  year. 

13  "(5)  Special  refunds. — 

14  "(A)  In  general. — If,  at  the  end  of  any 

15  year   in  which   reductions   in   price   are   made 

16  under  this  subsection,  it  is  determined  by  the 

17  Secretary  that  actual  Commodity  Credit  Cor- 

18  poration  purchases  of  milk  and  the  products  of 

19  milk  made  under  subsection   (f)(2)   that  Cor- 

20  poration  purchases  of  milk  and  the  products  of 

21  milk     during     that     year     did     not     exceed 

22  7,000,000,000   pounds    (milk   equivalent,   total 

23  milk  solids  basis)   less  such  amounts  of  esti- 

24  mated   Corporation   purchases   covered   by  the 

25  Board's  Dairy  Stabilization  Plan  for  that  year, 
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1  the  Secretary  shall  provide  refunds  of  all  the  re- 

2  ductions  in  price  under  this  subsection  made 

3  during  such  year,  other  than  reduction  monies 

4  transferred  to  the  Board  under  an  agreement 

5  made  under  section  304B(a)(l)(C).  The  trans- 

6  f erred  amount  not  subject  to  the  special  refunds 

7  shall  be  prorated  among  all  producers  eligible 

8  for  such  refunds  on  the  basis  of  the  reductions 

9  in  price  collected  from  such  producers  during 

10  the  year;  and  the  prorated  amount  for  each  pro- 

1 1  ducer  shall  be  deducted  from  the  amount  of  re- 

12  fund  otherwise  due  to  the  producer  under  this 

13  paragraph. 

14  "(B)  Refund  not  deemed  a  govern- 

15  MENT  PAYMENT. — ^Any  refund  under  this  para- 

16  graph  shall  not  be  considered  as  any  type  of 

17  price  support  or  payment  for  purposes  of  sec- 

18  tion  1211  or  1212  of  the  Food  Security  Act  of 

19  1985  (16  U.S.C  3811  and  3821).". 

20  SEC.  6.  CONTINUATION  OF  DEFICIT  REDUCTION  ACTIVI- 

2 1  TEES  IN  FISCAL  YEARS  AFTER  1995. 

22  (1)  In  General. — Section  204  of  the  Agricultural 

23  Act  of  1949  (7  U.S.C.  1446e)  is  amended  by— 

24  (A)  amending  the  section  heading  to  read  as  fol- 

25  lows; 
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1  "SEC.  204.  MILK  PRICE  SUPPORT  AND  CERTAIN  COLLEC- 

2  TIONS     FROM     PRODUCERS     IN     CALENDAR 

3  YEARS  1991  THROUGH  1998;  MILK  INVENTORY 

4  MANAGEMENT  REPORT."; 

5  (B)  in  subsections  (a),  (b),  (d)(1)(A),  (d)(2)(A), 

6  (d)(3),  (g)(1),  and  (m)  (as  so  redesignated  by  sec- 

7  tion  3(b)(1))  striking  "1995"  each  place  it  appears 

8  and  inserting  in  lieu  thereof  "1998";  and 

9  (C)  in  subsection  (g)(2),  striking  "1994"  and 

10  inserting  in  lieu  thereof  "1997". 

11  (2)  Transfer  to  Military  and  Veterans  Hos- 

12  PITALS. — Subsections  (a)  and  (b)  of  section  202  of  the 

13  Agricultural  Act  of  1949  (7  U.S.C.  1446e)  are  amended 

14  by  striking  "1995"  both  places  that  date  appears  and  in- 

15  serting  in  lieu  thereof  "1998". 

16  (3)  FEDERAL  Milk  Marketing  Orders. — Section 

17  101(b)  of  the  Agriculture  and  Food  Act  of  1981  (7  U.S.C. 

18  603c  note)  is  amended  by  striking  "1995"  and  inserting 

19  in  lieu  thereof  "1998". 

20  (4)  Dairy  Indemnity  Program. — Section  3  of  Pub- 

21  lie  Law  90-484  (7  U.S.C.  4501)  is  amended  by  striking 

22  "1995"  and  inserting  in  lieu  thereof  "1998". 

23  (5)  Food  Security  Act  of  1985.— The  Food  Secu- 

24  rity  Act  of  1985  is  amended  by — 
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1  (A)  in  section  153(a)  (15  U.S.C.  713a-14(a)), 

2  striking  out  "1995"  and  inserting  in  lieu  thereof 

3  "1998";  and 

4  (B)    in   section    1163    (7   U.S.C.    1731    note), 

5  striking  "1995"  each  place  that  date  appears  and 

6  inserting  in  lieu  thereof  "1998". 

7  SEC.  7.  ESTIMATES  OF  CCC  PURCHASES. 

8  Subsection  (f)  of  section  204  of  the  Agricultural  Act 

9  of  1949  (7  U.S.C.  1446e)  is  amended  to  read  as  follows: 

10  "(f)  Estimates  of  CCC  Purchases. — 

11  "(1)  In  general. — On  August  1  and  by  No- 

12  vember   20    of  each   of  the    calendar  years    1991 

13  through  1998,  the  Secretary  shall  notify  the  Com- 

14  mittee  on  Agriculture  of  the  House  of  Representa- 

15  tives  and  the  Committee  on  Agriculture,  Nutrition, 

16  and  Forestry  of  the  Senate  regarding  the  value  and 

17  volume  of  milk  and  milk  product  purchases  on  a 

18  milk  equivalent,  total  milk  solids  basis,  the  Secretary 

19  estimates  that  the  Commodity  Credit  Corporation 

20  will  make  during  the  upcoming  calendar  year,  before 

21  the  effects  from  the  implementation  of  the  Dairy 

22  Stabilization  Plan  for  such  year  or  from  any  reduc- 

23  tion  in  price  or  deduction  from  producer  revenues 

24  under  subsection  (g)  or  (h),  respectively,  made  dur- 

25  ing  such  year  are  calculated. 
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1  "(2)  Revisions. — The  estimates  of  Commodity 

2  Credit  Corporation  purchases  made  under  paragraph 

3  (1)  shall  be  revised  monthly  during  the  year  by  the 

4  Dairy  Stabilization  Board,  in  cooperation  with  the 

5  Secretary. 

6  "(3)  Net  purchases  equivalent  to  net  re- 

7  MOVALS. — As  used  in  this  section  and  section  204A, 

8  the  phrases  'purchase  of  milk  and  the  products  of 

9  milk'  and  'purchases  of  milk'  and  'purchases  of  milk 

10  and  the  products  of  milk'  shall  include  all  removals 

11  of  dairy  products  from  the  domestic  market  under 

12  this  section,  either  by  direct  purchase  or  by  export 

13  under  the  Dairy  Export  Incentive  Program  under 

14  section  153  of  the  Food  Security  Act  of  1985.". 

15  SEC.  8.  ALLOCATION  OF  PURCHASE  PRICES  FOR  BUTTER 

16  AND  NONFAT  DRY  MILK. 

17  (a)  In  General. — Subsection  (c)(3)  of  section  204 

18  of  the  Agricultural  Act  of  1949   (7  U.S.C.   1446e)  is 

19  amended  by — 

20  (1)  in  the  first  sentence  of  subparagraph  (A), 

21  striking  "The  Secretary"  and  inserting  in  lieu  there- 

22  of  "Subject  to  subparagraph  (B),  the  Secretary"; 

23  (2)  redesignating  subparagraph  (B)  as  subpara- 

24  graph  (C);  and 
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1  (3)  inserting  after  subparagraph  (A)  the  foUow- 

2  ing  new  subparagraph: 

3  "(B)  Guidelines. — In  allocating  the  rate 

4  of  price  support  between  the  purchase  prices  of 

5  butter  and  nonfat  dry  milk  under  this  para- 

6  graph,  the  Secretary  may  not — 

7  "(i)  offer  to  purchase  butter  for  more 

8  than  $0.65  per  pound;  or 

9  "(ii)  offer  to  purchase  nonfat  dry  milk 

10  for  less  than  $1,034  per  pound.". 

11  (b)  Application  of  Amendments. — The  amend- 

12  ments  made  by  subsection  (a)  shall  apply  with  respect  to 

13  purchases  of  butter  and  nonfat  dry  milk  that  are  made 

14  by  the  Secretary  of  Agriculture  under  section  204  of  the 

15  Agricultural  Act  of  1949  (7  U.S.C.  1446e)  on  or  after  the 

16  date  of  the  enactment  of  this  Act. 

17  SEC.  9.  FEDERAL  MDLK  ORDER  SUPPLY  BALANCING  COST 

18  SHARING  PLAN. 

19  Section  8c(5)  of  the  Agricultural  Adjustment  Act  (7 

20  U.S.C.  608c(5)),  reenacted  with  amendments  by  the  Agri- 

21  cultural  Marketing  Agreement  Act  of  1937,  is  amended 

22  by  adding  at  the  end  thereof  the  following  new  subpara- 

23  graph: 

24  "(M)  Authorizing  the  market  administrator  to  deduct 

25  and  set  aside  an  amount  when  making  the  uniform  milk 
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1  price  calculation  each  month,  to  be  available  to  the  market 

2  administrator  to — 

3  "(i)  reimburse  handlers  for  additional  costs  in- 

4  curred  in  obtaining  supplemental  milk  supplies  when 

5  local  supplies  are  insufficient  for  market  needs; 

6  **(ii)  reimburse  handlers  for  costs  incurred  in 

7  disposing  of  milk  that  exceeds  local  market  needs; 

8  and 

9  "(iii)  pay  a  distant  plant  that  makes  a  binding 

10  commitment   to    supply   supplemental   milk   to   the 

11  market  when  called  upon  by  the  market  adminis- 

12  trator.". 
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